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Foreword 

1. Introduction 

This foreword provides a brief explanation of the financial aspects of the Council's 
activities, and draws attention to the Council's financial position and performance 
for the financial year 2010-11. 

Final accounts for the Council for the year ended 31 st March 2011, and explanatory 
notes, are included on pages 28 to 103. 



2. Accounting Statements 

The Statement of Accounts has been produced in accordance with The Code of 
Practice on Local Authority Accounting in the United Kingdom (The Code). The 
Code specifies that the following statements must be produced: 

The Statement of Responsibilities sets out the respective responsibilities of the 
Council, the Audit and Governance Committee, the Director of Resources, and 
Auditor. 

The Annual Governance Statement accompanies the accounts and has been signed 
by the Chief Executive and Leader of the Council, after being approved by the 
Audit and Governance Committee, and explains the arrangements the Council has 
put in place for Corporate Governance, which underpins the wider management of 
the Council's corporate governance arrangements. 

The Statement of Accounting Policies explains the basis of the figures and 
estimation techniques in the accounts. 

The Movement in Reserves Statement shows the movement in year on the different 
reserves held by the Council, analysed into general reserves (those that can be 
applied to fund expenditure or reduce local taxation) and other reserves. The 
surplus or deficit on the provision of services line shows the true economic cost of 
providing the Council's services, further details of which are shown in the 
Comprehensive Income and Expenditure Statement. These are different to the 
statutory amounts chargeable to the General Fund balance and the Housing 
Revenue Account for Council Tax and Dwellings Rent setting purposes. The 'Net 
increase/ decrease before transfers to earmarked reserves' line shows the statutory 
General Fund balance and Housing Revenue Account balance before any 
discretionary transfers to or from the earmarked reserves. 

The Comprehensive Income and Expenditure Statement shows the accounting cost 
in the year of providing services in accordance with generally accepted accounting 
practices, rather than the amount to be funded from taxation. The Council raises 
taxation to cover expenditure in accordance with regulations; this may be different 
from the accounting cost. The taxation position is shown in the Movement in 
Reserves Statement. 

The Balance Sheet shows the value of the Council's assets and liabilities as at 31 st 
March. The net assets (assets less liabilities) are matched by the reserves held by 
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the Council; reserves fall into two categories - general and unusable. General 
reserves can be utilised by the Council to provide services, subject to the need to 
provide a prudent minimum level of reserves, and any statutory or other 
restrictions upon their use. Unusable reserves cannot be used to fund service 
provision, this category of reserves includes those that hold unrealised gains (the 
Revaluation Reserve), where the amount would only be realised once an asset is 
sold; and reserves that hold timing differences shown in the Movements in Reserves 
Statement line 'Adjustments between accounting basis and funding basis under 
regulations'. 

The Cashflow Statement summarises the changes in cash and cash equivalents 
during the reporting period. The Statement shows how the Council generates and 
uses cash and cash equivalents by classifying cash flows as operating, investing and 
financing activities. The amount of net cash flows arising from operating activities 
is a key indicator of the extent to which the operations of the Council are funded 
by way of taxation and grant income or from the recipients of services provided by 
the Council. Investing activities represent the extent to which cash outflows have 
been made for resources which are intended to contribute to the Council's future 
service delivery. 

The Housing Revenue Account (HRA) records the Council's statutory obligation to 
account separately for the costs of its role as a housing landlord, as defined in 
Schedule 4 of the Local Government and Housing Act 1989 and in accordance with 
the HRA (Accounting Practices) Directions 2011. It shows the major elements of 
housing revenue expenditure: maintenance, administration, housing subsidy and 
capital financing costs and how these are met by rents and other income. 

Collection Fund - There is a statutory requirement to maintain a Collection Fund 
and keep its activities separate from those of other Council transactions. The fund 
shows the transactions (on an accruals basis) of the Council as a billing authority in 
relation to Non-Domestic Rates and the Council Tax and illustrates the way in 
which they have been distributed to Precepting authorities and the Comprehensive 
Income and Expenditure Account. The fund receives payments from Council Tax 
payers and Business Rate payers. Business Rates are paid into the national pool, 
from which the Council draws a precept to help meet its General Fund 
expenditure. Thames Valley Police Authority and the Royal Berkshire Fire and 
Rescue Service precept on the Council Tax element of the Collection Fund to fund 
their activities. 

The Group Accounts provides a Comprehensive Income and Expenditure Account, 
Group Balance Sheet, movement of reserves statement and cash flow statement for 
the Council and its subsidiaries: Reading Economic Development Company, Queens 
Road Car Park Company, Acre Road Industrial Estate, and Reading Transport 
Limited. 

3. Financial Performance 

i. Performance of the Council as a whole (segmental reporting) 

The split below between directorates reflects the Council's internal management 
structure. It reconciles to the Net Cost of Services shown in the Comprehensive 
Income and Expenditure Statement (page 29), comparative figures for 2009/10 are 
also provided 
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ii. General Fund Performance 

A report was submitted to Cabinet on 6 th J une 2011, setting out the draft outturn 
position of the Council. The net service expenditure, by directorate, compared 
with budgeted figures for 2010/ 11 is shown below: 





Budget 


Probable 


uratt uutturn 


Variance to budget 


Variance to probable 




£ '000 


£ '000 


£ '000 


£ '000 


£ '000 


Environment, Culture and Sport 


27,220 


26,976 


26,375 


(845) 


(601) 


Corporate Resources 


18,842 


18, 846 


18,141 


(701) 


(705) 


Housing and Community Care 


50,714 


50,558 


49,714 


(1,000) 


(844) 


Education and Childrens Services 


27,814 


27,991 


27,618 


(196) 


(373) 




124,590 


124,371 


121,848 


(2,742) 


(2,523) 


Capital Financing 


11,166 


11,063 


11,109 


(57) 


46 


I n ci iranro 

I I IzsUl a 1 ILc 


/UO 


/UD 


/yj 


P.O. 

oy 


on 

oy 


Propert and Pension liabilities 


1,480 


1,403 


1,535 


55 


132 


Area Based Grant 


(11,945) 


(11,945) 


(12,049) 


(104) 


(104) 


Employee termination costs 








3,692 


3,692 


3,692 


Capitalisation 


(600) 


(600) 


(581) 


19 


19 


Total 


125,397 


124,998 


126,349 


952 


1,351 


Use of Prudential reserves 


(1,000) 


(1,000) 





1,000 


1,000 


Use of Oragnisational Change reserves 








(2,600) 


(2,600) 


(2,600) 


(Use of)/ Addition to reserves 


(1,493) 


(1,094) 


(845) 


648 


249 


Budget requirement 


122,904 


122,904 


122,904 









Within the draft outturn figures are termination payments made to employees 
totalling £4. 25m. The savings generated by these voluntary terminations should 
result in a payback period of approximately 9 months. 
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The major areas of overspends (positive figures) and underspends (negative figures) 
are set out below: 

2010/11 
£'000 

Environment, Culture and Sport 

Highways and Transport 81 
Planning and Building Control (8) 
Environment and Consumer services (1,159) 
Culture 49 
Parks, Sport and Recreation 30 

Business Support and other variations 162 

(845) 

Corporate Resources 

Childcare Solicitors 165 
Property related costs (337) 
Housing Benefit Grants (203) 
Staff Costs (326) 

(701) 

Housing and Community Care 

Older Persons Services 868 
Learning Disabilities (510) 
Mental Health 78 
Physical Disability (74) 
Safer Communities/DAAT (28) 
Support Services and other Community Care Services (1,745) 

Housing General Fund 411 

(1,000) 

Education and Children's Services 

Central directorate costs 676 
Locality teams (165) 
School Improvement (437) 
Extended Services (1,160) 
Social Care - external placements 304 
Social Care - family placements 441 
Social Care - other 302 
Business transformation (157) 

(196) 



Total overspend/(underspend) against budget (2,742) 
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iii. Housing Revenue Account Performance 

The Housing Revenue Account (HRA) shows the income and expenditure on Council 
Housing; a comparison between the actual income and expenditure and the budget 
is shown below: 



Budget Probable Draft Outturn Variance to budget Variance to probable 



£ '000 £ '000 £ '000 £ '000 £ '000 

Repairs 8,295 8,305 7,921 (374) (384) 

Management 16,000 16,003 15,412 (588) (591) 

Subsidy 7,528 7,628 7,575 47 (53) 

Capital 2,150 2,100 2,068 (82) (32) 

Total expenditure 33,973 34,036 32,976 (997) (1,060) 

Rents (32,655) (32,390) (32,379) 276 11 

Interest and General Fund contribution (299) (241) (275) 24 (34) 

Total income (32,954) (32,631) (32,654) 300~ (23) 

Net expenditure 1,019 1,405 322 (697) (1,083) 

HRA balance b/f 8,471 9,223 9,223 752 

HRA balance c/f 7,452 7,818 8,901 1,449 1,083 



Overall, the HRA under spent against the budget by almost £700k; £400k was as a 
result of a contingency within the repairs budget that was not required, and £600k 
savings relating to staffing and running costs. This was partially offset by an under 
achievement of rental income targets of £300k, as a result of an increase in the 
number of void losses. 

iv. Collection Fund 

The Council is required to maintain a separate Collection Fund showing the 
amounts collected through local taxation, associated costs, and transfers to 
Precepting bodies 

The total Collection Fund surplus as 31 st March 2011 was £250k (31 st March 2010: 
deficit of f 1,000k), of which the Council's share was £215k (2009/10: share of the 
deficit of £860k). The main accounts show only the Council's share of the 
Collection Fund transactions. 
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v. Capital Spend and Borrowing 

The Council's capital spending in the year amounted to £41. 4m; further details are 
set out in note 18, page 61. 

The chart below shows how the 2010/ 11 capital programme has been funded: 




□ Borrowing: 2010/1161.9% £14, 526k 

H Capital Receipts: 2010/ 11 7.9% f 1,810k 
E Grants: 2010/11 81.7% £18, 761k 

□ S106: 2010/ 11 7.1% £l,305k 
E Other: 2010/ 11 100% £4, 960k 



4. Pension Fund 

The Pension Fund disclosures have been prepared in accordance with International 
Accounting Standard 19 (Employee Benefits). The Local Government Pension 
Scheme for Berkshire is administered by the Royal Borough of Windsor and 
Maidenhead on behalf of the other Berkshire Authorities. There is no net effect on 
the outturn position in 2010/ 11, although there is a net pension liability within the 
Balance Sheet of £143. 3m (2009/10: £246. 9m). The large in year reduction is due 
to a change in the indexation basis for future rises in pension payments from RPI to 
CPI; full details are set out in note 24, page 66. 

5. Changes to Accounting Policies 

For financial years up to and including 2009/10, the Council followed the 
requirements of UK GAAP (Generally Accepted Accounting Practice), as interpreted 
by the Code of Practice on Local Authority Accounting in the United Kingdom: A 
Statement of Recommended Practice 2009 (the SORP). From 2010/11, the Council 
has to produce accounts in accordance with International Financial Reporting 
Standards (IFRS), as interpreted by The Code. 

6. Planned future developments in service delivery and the current economic 
climate 

The Council's medium Term Financial Plan (MTFP) for the period 2012/13 to 
2014/15 was approved by Council in February 20111 as part of setting the 2011/12 
Budget. The plan sets out the forecast level of savings to be found over the next 
three years assuming a continuing freeze in Council Tax levels 





2012/13 
fm 


2013/ 14 
fm 


2014/ 15 
fm 


Forecast Savings Required 


14.2 


9.2 


12.3 



The plan also sets out the Council's indicative capital investment plans designed 
to: 

• Maintain the Councils assets in a good state of repair 

• Maintain the infrastructure of the Borough (for example, highways) 

• Improve the transport network 
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• Provide additional school places 

• Provide social housing 

Details of the MTFP can be found on the Council's website at www, reading, qov.uk 

7. Treasury Management 

Full details of the Treasury Management policy, the Treasury outturn report, 
borrowing facilities and investments are available on the Council's website at 
www, reading.qov.uk , 

8. Provisions, contingencies and material write offs. 

There have been no material write offs during the year; three new provisions have 
been created in year: 

- The Compensation for Loss of Office provision, to provide for future costs as a 
result of employees voluntarily agreeing to terminate their contracts of 
employment. 

- The Accumulated Absences provision, to meet the accounting requirements of the 
Code. 

- The Deposit Guarantee Scheme provision, to provide for possible future costs 
arising from the housing deposit guarantee scheme. 

Full details are set out in note 26, page 71 

9. Post-balance sheet events 

There have been no events that have occurred after the balance sheet date which 
have requi red adj ustment to the figures as presented here. 
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Annual Governance Statement 

Scope of responsibility 

Reading Borough Council is responsible for ensuring that its business is conducted in 
accordance with the law and proper standards, and that public money is safeguarded and 
properly accounted for, and used economically, efficiently and effectively. The Council also 
has a duty under the Local Government Act 1999 to make arrangements to secure 
continuous improvement in the way in which its functions are exercised, having regard to a 
combination of economy, efficiency and effectiveness, i.e. to provide value for money to 
the taxpayer. 

In discharging this overall responsibility, the Council is responsible for putting in place 
proper arrangements for the governance of its affairs, facilitating the effective exercise of 
its functions, and which includes arrangements for the management of risk. 

The Council has approved and adopted a code of corporate governance, which is consistent 
with the principles of the CIPFA/ SOLACE Framework Delivering Good Governance in Local 
Government. A copy of the code is on our website at www.reading.gov.uk or can be 
obtained from Policy, Performance & Community, Civic Centre, Reading, RG1 7AE. This 
statement explains how the Council has complied with the code and also meets the 
requirements of regulation 4(2) of the Accounts and Audit Regulations (2011) in relation to 
the publication of a statement on internal control. 

The purpose of the governance framework 

The governance framework comprises the systems and processes, and culture and values, by 
which the authority is directed and controlled and its activities through which it accounts 
to, engages with and leads the community. It enables the authority to monitor the 
achievement of its strategic objectives and to consider whether those objectives have lead 
to the delivery of appropriate, cost effective services. 

The system of internal control is a significant part of that framework and is designated to 
manage risk to a reasonable level. It cannot eliminate all risk of failure to achieve policies, 
aims and objectives and can therefore only provide reasonable and not absolute assurance 
of effectiveness. The system of internal control is based on an ongoing process designed to 
identify and prioritise the risks to the achievement of the Council's policies, aims and 
objectives, to evaluate the likelihood of those risks being realised and the impact should 
they be realised, and to manage them efficiently, effectively and economically. 

The governance framework has been in place at the Council for the year ended 31 March 
2011 and up to the date of the Director of Resources signing the 2010/11 statement of 
accounts prior to audit. 

The governance framework 

The key elements of the systems and process that underpin the Council's governance 
arrangements for: 

a) Establishing, communicating and reviewing the achievement of the authority's vision 
of its purpose and intended outcomes for citizens and service users and its 
implications for the authority's governance arrangements 

Together with partners in the public, voluntary and community sectors, and with 
businesses and residents we have updated our long-term vision for Reading to reflect the 
success so far and the areas where we can be more successful. Our new long-term vision 
for Reading in 2030 was developed after listening to residents and working with our 
partner organisations in the borough. Rather than traditional functions such as 
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transport, waste collection, and health, the Vision is built around the cross-cutting 
themes of People, Place and Prosperity: 

These themes underpin Reading's Sustainable Community Strategy 2011-14, published in 
April 2011, reflecting the challenges and opportunities that face the borough. 

The Council's Corporate Plan published in June 2011 sets out the contribution that the 
Council and its services towards achieving the vision. The Council has a number of 
strategic objectives that contribute to the shared People, Place, Prosperity vision for 
Reading and the new Sustainable Community Strategy 2011-14. 

The Council has identified key priorities and activities based on an assessment of the 
needs of Reading's communities and in the context of a diminishing budget. This means 
encouraging more sufficient and capable communities and focusing the Council's 
resources on those most in need. 

Directorate service plans are in place to take forward the key priorities and activities 
and form the cornerstone of the Council's performance management framework. 

In 2009 the Council set an organizational vision for what we will look like and for where 
we want - and need - to be, to deliver what matters most to the people of Reading: 



'A highly regarded, leading Council; ambitious and focused 
on what matters most for our communities, delivering 
value for money and quality services.' 

V J 



We have developed a Transformation Programme to help us meet this vision. We are 
reviewing all aspects of our services to ensure we are delivering what matters most to 
our residents and customers, improving their experience with the Council, ensuring we 
are as efficient as possible and delivering value for money. Our key priorities for 
achieving this are 

• Value for Money 

• Residents and Customers 

• Staff 

• Civic Aspiration and Pride 

b) Measuring the quality of services for users, for ensuring they are delivered in 
accordance with the authority's objectives and for ensuring that they represent the 
best use of resources. 

Directors and their management teams are responsible for identifying key performance 
measures which provide management information to inform decision making and track 
performance by the Council's Corporate Management Team and Members, on a quarterly 
basis. The Core Performance Group, in conjunction with the Corporate Policy Unit, 
coordinates and oversees the performance management framework to ensure it is 
applied and reviewed regularly. It is currently reviewing the basket of performance 
measures used by the Council following the abolition of a number of national indicators 
to ensure we have the best possible performance information to measure local 
performance and continue to compare performance with other authorities. 

There are robust systems of evaluation to ensure that the Council is making informed 
choices about how to improve the quality of services to the people of Reading. 
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The Council's performance management framework provides effective arrangements for 
monitoring and reviewing performance. Services use performance information to make 
decisions about service delivery and service improvements. 

The Core Performance Group (CPG) continues to meet monthly, and will review and 
monitor the implementation and delivery of the Performance Management Strategy and 
the Data Quality Policy providing an overall policy steer and direction to Performance 
and service managers. 

The Corporate Policy Unit has put in place a more robust system for collecting the 
performance indicators (Pis), which clearly places the responsibility for reporting the 
indicators with a specified Head of Service and also identifies the officers delegated to 
collect the information. Performance against these indicators is monitored quarterly 
where possible to produce in year management information which is benchmarked via a 
benchmarking club which the Council subscribes to. 

c) Defining and documenting the roles and responsibilities of the executive, non- 
executive, scrutiny and officer functions, with clear delegation arrangements and 
protocols for effective communication 

The Council is comprised of 46 Councillors elected by thirds to serve for four years. 
Councillors are democratically accountable to residents of their ward. The overriding 
duty of Councillors is to the whole community, but they have a special duty to their 
constituents. 

All Councillors meet together as the Council. Meetings of the Council are open to the 
public. The Council is the paramount authority and sets policy and budgetary framework 
of the Council. It appoints such Committees, Sub-Committees, Panels etc, it considers 
necessary to carry out the non-executive functions of the local authority. Each year, in 
May, the Council's annual meeting elects the new Mayor and the Leader . 

The Cabinet is the Council's executive and is responsible for taking all executive 
decisions within the overall budget and policy framework set by the Council. In 2003 the 
authority adopted the Leader and Cabinet model of executive; from 2011, the authority 
has adopted a strong Leader and Cabinet model. The Cabinet is comprised of the Leader 
and eight Lead Councillors (including the Deputy Leader) each with a specific portfolio 
of areas for which they are responsible. All services of the Council fall within the 
portfolios of one or more of the Lead Councillors. 

Key decisions to be taken by Cabinet are published in the Council's forward plan in so 
far as they can be anticipated. All Cabinet meetings are open to the public to attend 
except where confidential or exempt matters are being discussed, in line with the 
Access to Information legislation. The Cabinet must make decisions in line with the 
Council's overall policies and budget. If it wishes to make a decision, which is outside 
the budget or policy framework, this must be referred to the Council as a whole to 
decide. 

The Council's decision-making structure has delegated most routine decisions to 
Corporate Directors and Heads of Service; decisions only being taken after verifying that 
they are in accordance with the strategic aims and a range of financial and legal and 
other relevant advice. 

The Council, through its Overview and Scrutiny Panels holds the Leader and Cabinet to 
account and monitors performance, and also considers certain executive items referred 
for comment. The authority also provides an opportunity for citizens and Councillors to 
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submit petitions to Council, Cabinet and Scrutiny Panels, ask questions and raise issues 
of broad public interest. 

The Corporate Management Team (CMT) consisting of the Chief Executive, Directors, 
Monitoring Officer, Head of Legal Services, and Head of Policy, Performance & 
Community meets twice a month to oversee and direct the delivery of all Council 
services in accordance with policy and legislative requirements. 

d) Developing, communicating and embedding codes of conduct, defining the standards 
of behaviour for members and staff 

Councillors currently have to follow a statutory code of conduct to ensure high standards 
in the way they undertake their duties. The Member code of conduct forms part of the 
Council's constitution. The Standards Committee and Monitoring Officer train and advise 
Councillors on the code of conduct. The committee took responsibility for the local 
assessment of complaints about Councillors in 2008. 

The Monitoring Officer submits an annual report to the authority's Standards 
Committee, reviewing the level and nature of complaints received over the preceding 
Municipal Year. 

The Officer Code of Conduct helps employees maintain fully acceptable standards of 
conduct by specifying and explaining the standards the Council has set and to ensure 
that the Council maintains a deserved reputation for the high standards of its activities 
and the integrity of its employees at all levels. 

e) Reviewing and updating standing orders, standing financial instructions, a scheme of 
delegation and supporting procedure notes/manuals, which clearly define how 
decisions are taken and the process and controls required to manage risks. 

The Council has an agreed Constitution, which sets out how the Council operates, how 
decisions are made, and the procedures that are followed to ensure that these are 
efficient, transparent and accountable to local people. The law requires some of these 
processes, while others are a matter for the Council to choose. 

The Constitution is divided into 16 articles, which set out the basic rules governing the 
Council's business. More detailed procedures and codes of practice are provided in 
separate rules and protocols and are included in the Council's constitution. 

Financial stewardship is reported to the Cabinet at each meeting, and is considered 
regularly by Directorate Management Teams and the Council's Corporate Management 
Team. This is supported by an established budget monitoring process by managers and 
Finance staff. 

Through reviews by External Audit, inspection agencies, Internal Audit, and the Policy 
Unit, the Council seeks ways of ensuring the economic, effective and efficient use of 
resources, and for securing continuous improvement in the way in which its functions 
are exercised, having regard to the requirements of Best Value. 

The Council has various mechanisms in place that help it to identify, assess and control 
risk throughout the entire organisation. The strategic risk register has been developed 
and is reviewed every six months by the Corporate Management Team, and directorate 
risk registers have also been developed. A strategic risk management officer group 
monitors and reviews existing risk management processes and also oversees the 
development of the Council's business continuity arrangements. 



Reading Borough Council 



15 



Statement of Accounts 2010-11 



Annual Governance Statement 



The Council has a well-established scheme of delegations, which is reviewed by the 
Monitoring Officer and individual services in the light of changes to legislation and the 
Functions and Responsibilities Regulations. The latter are set out in the Council's 
constitution. 

f) Ensuring the authority's financial management arrangements conform with the 
governance requirements of the CIPFA Statement on the Role of the Chief Financial 
Officer in Local Government (2010) and the Role of the Head of Internal Audit in 
Public Service Organisations (2010). 

The authority's financial management arrangements conform to the governance 
requirements of the CIPFA Statement on the Role of the Chief Financial officer in Local 
Government (2010) and the Role of the Head of Internal Audit in Public Service 
Organisations (2010). The financial management of the authority is conducted in 
accordance with the financial rules set out in the Constitution and with Financial 
Regulations. 

The Director of Corporate Resources (Chief Finance Officer in accordance with Section 
151 of the Local Government Act 1972) is the Council's most senior executive role 
charged with leading and directing financial strategy and operations. A summarised 
forward financial plan is included within the budget report to Council each February. 

The Head of Internal Audit plays a critical role in championing best practice in 
governance, objectively assessing the adequacy of governance and management of 
existing risks, commenting on responses to emerging risks and proposed developments; 
and giving an objective and evidence based opinion on all aspects of governance, risk 
management and internal control. The Head of Internal Audit leads and directs an 
Internal Audit service that is resourced to be fit for purpose; and is professionally 
qualified and suitably experienced. 

g) Undertaking the core functions of an audit committee, as identified in CIPFA's Audit 
Committees - Practical Guidance for Local Authorities 

The Council's Corporate Community and External Affairs Panel (CCEA) has exercised the 
audit committee function on behalf of the Council. During 2010/2011 the CCEA Panel 
considered the Head of Audit's annual report and opinion, and a summary of internal 
audit activity (actual and proposed) and the level of assurance it can give over the 
Council's internal control, risk management and corporate governance arrangements. 
The CCEA Panel, in discharging its role as the Council's audit committee, has been kept 
up to date with the progress made against the delivery of the 2010/11 internal audit 
plan by receiving quarterly progress reports from the Council's Head of Audit. During 
2010/2011 the panel has monitored the development and operation of risk management 
and corporate governance in the Council and has reviewed the annual statement of 
accounts. It has considered whether appropriate accounting policies have been followed 
and whether there are concerns arising from the financial statements or from the 
external audit that need to be brought to the attention of the Council. 

For the Municipal Year 2011/12, the authority is consulting on the Council setting up a 
separate Audit and Governance Committee. 

h) Ensuring compliance with established policies, procedures, laws and regulations 

The constitution has procedure rules covering the Council's policy and budget 
framework. If the Cabinet, or any Committee of the Cabinet, individual Lead Councillors 
or any officers discharging an executive function want to make a decision, they are 
required to take advice from the Monitoring Officer and/ or the Director of Corporate 
Resources as to whether the decision they want to make would be contrary to the policy 
framework, or contrary to or not wholly in accordance with the budget. 
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If the advice of either of those officers is that the decision would not be in line with the 
existing budget and/ or policy framework, then the decision must be referred by that 
body or person to the full Council for decision, unless the decision is a matter of 
urgency, in which case the provisions in the Constitution in the Budget and Policy 
Framework rules, concerning urgent decisions, shall apply. 

After consulting with the Chief Executive and Director of Resources, the Monitoring 
Officer is required to report to the Full Council or to the Executive in relation to an 
Executive function if s/he considers that any proposal, decision or omission would give 
rise to maladministration. Such a report will have the effect of stopping the proposal or 
decision being implemented until the report has been considered. 

i) The identification and monitoring of whistle blowing informants and for receiving 
and investigating complaints from the public. 

The Council has arrangements in place for whistle blowing to which staff and all those 
contracting with the authority have access. A whistle blowing policy exists and is widely 
communicated to all staff. 

The Council continues to promote and raise awareness of fraud for staff and members 
through on-line fraud awareness training and regular anti fraud bulletins. These internal 
anti fraud initiatives supplement benefit and corporate anti fraud pages directed at the 
public and external customers on the Council's main website. The Council revised its 
Anti Fraud and Corruption Policy during 2008/2009 to incorporate legislative changes 
and reflect government priorities and has also published its fraud response plan. 

The Council has developed a Corporate Investigations Team which provides a holistic 
approach and central point to capture record and investigate whistle-blowing and 
possible cases of fraud. 

The Council has policies and procedures to deal with complaints and concerns raised by 
members of staff. Customers' comments or complaints about our services are dealt with 
through the Council's Corporate Complaints Procedure. The scrutiny panels receive 
annual monitoring reports on complaints in their service areas, whilst the CCEA Panel 
receives an annual monitoring report on complaints across the authority, including 
complaints to the Ombudsman. 

j) Identifying the development needs of members and senior officers in relation to 
their strategic roles, supported by appropriate training. 

The Council provides a range of training to both councillors and officers. This is 
reviewed each year by the cross-party Councillor Liaison Group. All new councillors 
receive a formal induction process. A programme of training sessions for all Councillors 
is organised each year by the Civic Services Team, in conjunction with CMT and the 
Learning & Development Team in Human Resources. For example, during 2010-11 
training provided has included sessions on Treasury Management and Housing Benefits. 

k) Establishing clear channels of communication with all sections of the community and 
other stakeholders, ensuring accountability and encouraging open consultation 

The Council has a variety of methods of communication with the public and 
stakeholders. Each year the Council produces a Corporate Plan that details the 
Council's objectives and also provides a record of its activities and achievements in the 
previous year in an annual report. In 2010/2011 the Council published a social media 
policy and began to encourage more instant two way communication with the 
community via facebook and twitter. 



Reading Borough Council 



17 



Statement of Accounts 2010-11 



Annual Governance Statement 



Reading Borough Council has a long history of community consultation and 
participation. Our work with, and support to, the local community has resulted in a 
thriving voluntary and community sector and active public engagement in consultative 
forums and partnerships. A range of community groups such as residents' and tenants' 
associations are involved in the decision making process at a variety of levels, from 
community action projects to formal consultative meetings. The Voluntary Sector is 
represented on the Reading 2030 Board (the Reading Local Strategic Partnership) and 
within the LSP forum. The latter was consulted at a number of stages on the 
development of the Reading 2030 Sustainable Community Strategy. 

The Council is working to embed a culture of involving and engaging its residents and 
customers in service development and improvement and to improve its capacity to 
capture and learn from the results of public consultation and other participation 
activities. 

Our service planning process is informed by ongoing consultation and involvement. We 
use a variety of methodologies: boards, steering and working groups with community 
participation, surveys, focus groups, consultation events, discussion groups, leaflet 
drops etc. Our website has a consultation page 
http://www.reading.gov.uk/consultations where the details of the Council's 
consultations are provided and where consultees can make their responses and be 
updated on the outcome. 

All Cabinet reports include a 'Community Engagement' section setting out how local 
people have been involved. 

I) Incorporating good governance arrangements in respect of partnerships and other 
group working and reflecting these in the authority's overall governance 
arrangements. 

The Council is increasingly working in partnership with other public sector agencies and 
the voluntary and community sector. 

The Council developed a Code of Practice for Partnerships, and toolkit designed to 
clarify accountability and roles and responsibilities for all partners in. During 2009/ 2010 
the completion of these toolkits informed which of those partnerships carried the 
greatest risk and where governance arrangements needed to be formulised. 

Review of effectiveness 

The Council has responsibility for conducting, at least annually, a review of the 
effectiveness of its governance framework including the system of internal control. The 
review of effectiveness is informed by the work of the executive managers within the 
authority who have a responsibility for the development and maintenance of the 
governance environment, the Head of Internal Audit's annual report, and also by comments 
made by the external auditors and other review agencies and inspectorates. 

The process for maintaining and reviewing the effectiveness of the governance framework 
within The Council are: 

. Annual reviews by Internal Audit of the authority's governance, risk 

management and system of internal control. 
. Reviews by internal Audit of internal controls in operation within each service 

area against known and emerging risks. 
. Annual service planning to align service development against strategic goals. 
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. Ongoing review of the business of and decisions taken by the Monitoring Officer, 
which include that the Council has acted lawfully and that agreed standards 
have been met. 

• Assessment of the authority's financial management arrangements against the 
CIPFA Statement on the Role of the Chief Financial Officer in Local Government 
(2010) 

. Meetings of the CCEA scrutiny panel, as the Council's Audit Committee, to 
consider the work of and recommendations made by the internal and the 
external auditors and other review bodies. 

• Annual reviews of the Council's financial accounts and supporting systems by the 
external auditors leading to their opinion as published in the year-end 
statements. 

. Annual reviews and, where appropriate, update of the Authority's constitution 

including standing orders and financial instructions. 
. Ongoing review of strategic, operational and project risks and the actions 

required to mitigate against them. 
. Monthly budget monitoring by the Council's Corporate Management Team, 

supported by established monitoring processes, with monthly reports to the 

CCEA Panel. 

. Directors complete an annual assurance statement that is supported by a 
governance self-assessment completed by each Heads of Service. 

. Review of the effectiveness of internal audit in accordance with the Accounts & 
Audit Regulations (2011). 

. Annual review of standards and complaints about Councillors by the Monitoring 
Officer to the Standards Committee 



We have been advised on the implications of the results of the reviews of the effectiveness 
of the governance framework and plan to address weaknesses and ensure continuous 
improvement of the system is in place. 
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Key Governance actions planned for 2011/2012 



Issue 






Performance 
Improvement Programme 
(PIP) 


To continue to manage the Performance Improvement Programme, ensuring the right skills 
remain within the Council to achieve its key priorities, whilst achieving the necessary savings. 


Chief Executive / Corporate 
Management Team 


Busi ness Continuity 


To continue to build on achieving and embedding business continuity plans, with a focus on 
testing and review for critical services, particularly where third party providers are involved. 


Corporate Management Team / 
Strategic Risk Management Group 


ouayet i v ianayernent 


To continue to monitor the Council's net expenditure against budge to ensure the projected 
savings and income targets are delivered. To also implement the agreed strategy to reduce 
outstanding debt. 


Corporate Management Team / Di rector 
of Corporate Resources 


1 111 CJI IT laLIUll l v lallaytrl T IcllL 


The Council to review its key Information Technology polices and procedures, and ensure full 
compliance with GCSXand N3 (Health) Government information security requirements. 


Senior Information Risk Officer / 
Corporate Management Team 


IT Contract 


To complete the procurement and implementation of the new IT contract and ensure contract 
specification and arrangements deliver on service requirements, and that savings are achieved. 


Cornoratp Manaapmpnt Tpam / Hpad of 
Policy , Performance & Community 


Risk Management 


To continue to develop and embed a risk management culture across all service areas, and 
ensure that all relevant staff are trained in risk management techniques. 


Corporate Management Team / 
Strategic Risk Management Group 


Pay & Gradi ng / Equal 
Pay CI ai ms 


To complete implementation of Pay & Grading, specifically in relation to industrial unrest and 
poor morale. To make provision for outcomes of Equal Pay Claims as the legal process develops. 


Corporate Management Team 


Partnerships 


The governance arrangements for all partnerships including those with the voluntary sector be 
ascertained, mapped and refreshed, and continue to develop risk management protocols for 
partnerships. 


Corporate Management Team / 
Strategic Risk Management Group 


Adult Social Care - 

Transformation 

programme 


To manage the overall transformation programme of adult social care and proposals for ensuring 
that vulnerable adults continue to receive appropriate support from the Council. 


Director of Housing and Community 
Care 
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Issue 


Action 


Responsible Officer 


Health Economy Agenda 


To mange the risks resulting in changes in the Health service and the transfer of increased 
responsibilities to the Council. 


Director of Housing and Community 
Care 


Contracts / 
Commissioning/ VfM 


To review the Council's contracts, and its procurement/ commissioning arrangements with a view 
to achieving savings. 


Corporate Management Team / Di rector 
of Corporate Resources 


Recruitment & Retention 
of Social Workers 


Ensure that there is effective and sufficient recruitment of permanent qualified social work 
staff. 


Director of Education & Children's 
Services/ Di rector of Housing & 
Community Care 


School Governance 


To review Governance arrangements within schools and ensure they remain clear, appropriate 
and well documented. 


Director of Education & Children's 
Services 


Standards 


To develop a local standards regime and thereafter code of conduct to replace the statutory 
process from Apri 1 2012. 


Monitoring Officer 


Management of S 106 
Planning Income 


To ensure that the agreed recommendations made as a result of the review of S. 106 practices, 
be implemented and monitored. 


Chief Executive Officer 


Compliance with the 
Public Sector Duty of the 
tquantyACt zuiu 


Staff training will be provided on the Equality Act 2010 and the steps necessary to demonstrate 
conscious consideration of the aims of the Equality Duty as part of the process of decision- 
making. The Equality Impact Assessment toolkit has been revised to enable this process. All 
Cabinet reports will include an Equality Impact Assessment section to ensure decisions are taken 
in full knowledge. 


Corporate Management Team 


Reading Transport Ltd 


RTLto produce business process flowcharts, and develop a risk based Internal Audit plan. 


Reading Transport Ltd / Director of 
Corporate Resources 


Audit Recommendations 


To ensure that all Internal Audit Reports with a limited or minimal assurance opinion are 
followed up and reported through the Audit and Governance Committee. 


Head of Internal Audit & Risk 
Management 
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We propose over the coming year to take steps to address the above matters to 
further enhance our governance arrangements. We are satisfied that these steps 
will address the need for improvements that were identified in our review of 
effectiveness and will monitor their implementation and operation as part of our 
next annual review. 



Signed 

Councillor Jo Lovelock, Leader 
Council 



Signed 

of Michael Coughlin, Chief Executive 



On behalf of the members and senior officers of Reading Borough Council 



Reading Borough Council 



22 



Statement of Accounts 2010-11 



Independent Auditor's Report 



Independent Auditor's report 



To follow 
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Independent Auditor's Report 



To follow 
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To follow 



Reading Borough Council 



25 



Statement of Accounts 2010-11 



Independent Auditor's Report 



Statement of Responsibilities 

The Authority's responsibilities 

The Council is required to: 

• Make arrangements for the proper administration of its financial affairs 
and to secure that one of its officers has the responsibility for the 
administration of those affairs. In this authority, that officer is the 
Director of Corporate Resources. 

• Manage its affairs to secure economic, efficient and effective use of 
resources and safeguard its assets. 

• Arrange for the approval of the Statement of Accounts at the conclusion 
of the audit; in this Authority, the approval is delegated to the Audit 
and Governance Committee. 

The Chief Financial Officer's Responsibilities 

The Chief Financial Officer is responsible for the preparation of the authority's 
Statement of Accounts, in accordance with proper practices as set out in the CIPFA 
Code of Practice on Local Authority Accounting in the United Kingdom (The Code). 

In preparing this Statement of Accounts, the Chief Financial Officer has: 

• Selected suitable accounting policies and then applied them 
consistently. 

• Made j udgements and estimates that were reasonable and prudent. 

• Complied with the Local Authority Code 

The Chief Financial Officer has also: 

• Kept proper accounting records which were up to date 

• Taken reasonable steps for the prevention and detection of fraud and 
other irregularities. 
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Approval of the Accounts 

The draft financial statements, and accompanying notes, set out on pages 28 to 
103, have been prepared and published in accordance with the Accounts and Audit 
Regulations 2011 and are subject to audit. 

These statements give a true and fair view of the financial position of Reading 
Borough Council as at 31 st March 2011, and of its income and expenditure for 
financial year 2010/ 11. 



Dave Peasley CPFA 

Director of Resources, Reading Borough Council 
30 th June 2011. 
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Core Financial Statements 




Movement in Reserves Statement - 


• summary 








Total 


Total 


Total 




General Reserves 


Unusable Reserves 


Authority Reserves 




£ 'AAA 
t 000 


£ 'AAA 
t 000 


£ 000 


Balance at 31 March 2009 

UCHallkC CI L Jl I'lQI kll 


55,726 


496, 779 


552,505 


Total comprehensive income & expenditure 


(34,257) 


(116,367) 


(150,624) 


Adjustments between accounting basis and funding basis 
under regulations 


36,932 


(36,932) 


(73,864) 


Net (increase)/decrease before transfers to earmarked 
reserves 


2,675 


(153,299) 


(150,624) 


Transfer to/ (from) earmarked reserves 











Balance at 31 March 2010 


58,401 


~> A 1 A OA 

343,480 


A A1 OO 1 

401, 881 




£ 000 


£ 000 


£ 000 


Balance at 31 March 2010 


58,401 


343,480 


401, 881 


Total comprehensive income & expenditure 


(76,587) 


69,502 


(7,085) 


Adjustments between accounting basis and funding basis 
under regulations 


69,230 


(69,230) 


(138,460) 


Net (increase)/decrease before transfers to earmarked 
reserves 


(7,357) 


272 


(7,085) 


Transfer to/ (from) earmarked reserves 


(2,880) 


2,880 





Balance at 31 March 2011 


48,164 


346,632 


394,796 



A full breakdown of the Movement in Reserves Statement is provided in Note 13, 
page 48 
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Comprehensive Income and Expenditure Account (CIES) 



2009/10 
Net expenditure 
£ 000 
(restated) 

971 



Central Services to the public 



31,483 Cultural, environmental, regulatory and planning services 

11,707 Highways, Roads and Transport Services 

31,566 Education 

17,941 Children and Families Services 

48,019 Community Care 

12,975 Housing Services 

12,346 Other Services 

720 Corporate and Democratic Core 

1,040 Non-distributed Costs 

20,219 Exceptional items 



Gross expenditure 
£000 

15,031 

68,260 
23,941 

142,432 
22,363 
69, 755 

196,733 
25,589 
730 

(46,069) 




2010/11 
Gross income 
£000 

(13,966) 

(36,839) 
(11,907) 
(120,650) 
(3,386) 
(18,527) 
(107,181) 
(5,986) 
(64) 





Net expenditure 
£000 

1,065 

31,421 

12,034 
21,782 
18,977 
51,228 
89,552 
19,603 
666 
(46,069) 




188,987 Cost Of Services 



518,765 



(318,506) 



200,259 



Other Operating Expenditure 

105 Levies payable 105 

974 Payments of Housing capital receipts to Government pool 453 

111 Gain/ loss on disposal of non current (fixed) assets 65 

Transfers to new Academy Schools 15,777 

Financing and Investment Income and Expenditure 

10,657 Interest element of debt, finance leases and PFI 10,603 

763 Premium on early repayment of debt 11 

Pensions interest costs, net of expected return on 

8,986 9,360 
scheme assets 

(2,876) Investment Interest income (1,981) 

9,902 Changes in fair value of investment properties (1,191) 

Gains/ loss on disposal of investment properties 21 

(1,445) Rentals received on investment properties (1,492) 

131 Expenses incurred on investment properties 136 

Taxation and Non-Specific Grant Income 

(66,244) Council tax (68,174) 

(44,338) NNDR (48,353) 

(10,234) RSG (7,021) 

, r . .... Non service related capital grants and contributions ,-,,„„,, 

(61,222) (31,991) 



34,257 (Surplus) or Deficit on Provision of Services 76,587 



403 Surplus or deficit on revaluation of non current assets 



115,535 Actuarial gains / losses on pension assets / liabilities (71,666) 

429 Movement on the Collection Fund (430) 

Contribution to unfunded pensions payments (935) 

116,367 Other Comprehensive Income and Expenditure (69,502) 

150,624 Total Comprehensive Income and Expenditure 7,085 
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Balance Sheet 



I s ' April 


31 st March 






31 s ' March 


31 st March 


2009 


2010 




Note 


2011 


2011 


nCsld Leu 


ncaidieu 










£ '000 


£ '000 






£ '000 


£ '000 


423,884 


407,903 


Council Dwellings 




301,948 




240,894 


220,305 


Other Land and Buildings 




217,065 




9,797 


11,847 


Vehicles, Plant and Equipment 




10,151 




134,144 


170,659 


Infrastructure 




180,478 




8,360 


9,150 


Community Assets 




9,885 




7,399 


5, 763 


Assets Under Construction 




5,768 




f>*1 A A "TO 

824,478 


825,627 


Property, Plant and Equipment 


16 




725, 295 


39,023 


29,149 


Investment Property 


21 


31,264 




474 


573 


Intangible Assets 


17 


493 




14,353 


12,375 


Assets Held for Sale (> 1 year) 









8,974 


3,974 


Long Term Investments 




3,974 




4, 034 


D ceo 

j, 55j 


Long Term Debtors 




i, 040 




cc qcq 

DO, 030 


/in o/i 
4y, bz4 








OQ -7-7(1 

jo, / /y 


oni lie 


Q"7C TCI 


Long Term Assets 






/b4, U/4 


45,135 


45,061 


Short Term Investments 




45,021 




116 


178 


Inventories 


22 


191 




32,453 


29,704 


Short Term Debtors 




45,240 




14,190 


10,793 


Cash and Cash Equivalents 




11,679 




1, 1UU 


o/U 


Assets Held for Sale (<1 year) 




1/1 A A 1 




yj, yy4 


ob, bUb 


Current Assets 






11C C"70 
lib, DID 


DOC J J A 

yob, j ju 


QC1 OCT 
901,03/ 


Total Assets 






OOA CAT 
SOU, 04/ 


(4, 118) 


(4, 192) 


Bank Overdraft 




I a on A \ 

(4,904) 




(13,685) 


(23,685) 


Short Term Borrowing 




(41,525) 




(38,639) 


(37,461) 


Short Term Creditors 




/ A ~7 A T A \ 

(47,414) 




(13,146) 


(17,919) 


Grant Receipts in Advance 


29 


(17,844) 




/ 1 -) C\ 

(125) 


(131) 


Short Term Finance Lease Liabilities 


iy 


(138) 




/ Cfi "71 1\ 

(by, in) 


/Q1 1QQ\ 


Current Liabilities 






/111 oc\ 
( ill, OV5) 


QIC CI 7 


P7Q ACQ 


i oiai Assets less lurrent Liauinties 






/Do,oZZ 


(483) 


(352) 


Long Term Finance Lease Liabilities 


19 


(215) 




(33,878) 


(36,088) 


Long Term PFI Lease Liabilities 


20 


(35,457) 




(5,925) 


(8,986) 


Provisions 


26 


(11,877) 




(200,321) 


(184,208) 


Long Term Borrowing 


30 


(183,134) 




(122,505) 


(246,954) 


Liability relating to Defined Benefit Pension Scheme 


24 


(143,343) 




(363,112) 


(476,588) 


Long Term Liabilities 






(374,026) 


552,505 


401,881 


Net Assets 






394,796 






Financed by: 












General reserves 


14 






11,193 


9,264 


General Fund 




8,629 




33,405 


34,915 


Earmarked Reserves 




24,146 




8,698 


9,223 


Housing Revenue Account 




8,784 




219 


237 


Capital Receipts Reserve 




114 




2,211 


4, 762 


Capital Grants Unapplied 




6,491 




55,726 


58,401 








48, 164 






Unusable reserves 


15 






73,495 


68,491 


Revaluation Reserve 




59,264 




(122,505) 


(246,954) 


Pensions Reserve 




(143, 343) 




545,682 


526,678 


Capital Adjustment Account 




431,577 




1,626 


1,386 


Deferred Capital Receipts 




1,148 




2,457 


1,324 


Financial Instruments Account 




1,401 




(860) 


(860) 


Collection Fund Adjustment Account 




215 







(3,000) 


Equal Pay Back Pay Account 









(3,116) 


(3,585) 


Short-term Accumulated Compensated Absences Account 




(3,630) 




496,779 


343,480 








346,632 


552,505 


401,881 


Total Reserves 






394,796 



D. J . Peasley CPFA, 30 th J une 2011 
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Cashflow Statement 



31 March 31 March 

2010 2011 

£0005 £000s 

(34,257) Net surplus or (deficit) on the provision of services (76,587) 

175,178 Adjust net surplus or deficit on the provision of services for noncash movements 151,449 

(143 516) Ac 'j ust for items included in the net surplus or deficit on the provision of services that are investing ^ 
and financing activities 

(2,595) Net cash flows from Operating Activities (10,683) 

7,032 Investing Activities (3,864) 

(7,908) Financing Activities 14,721 

(3 471) Net increase or decrease in cash and cash equivalents 174~ 

10,072 Cash and cash equivalents at the beginning of the reporting period 6,601 

6,601 Cash and cash equivalents at the end of the reporting period 6,775 
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Notes to the Accounts 

1. Statement of Accounting Policies 

i. Introduction 

The Council prepares Accounts for a financial year ending 31 st March; this 
Statement of Accounts details the performance of the Council for 2010/ 11, and the 
balance sheet position as at 31 st March 2011. 

The Accounts are prepared in accordance with the proper practices set out in the 
Accounts and Audit Regulations 2011, primarily the Code of Practice on Local 
Authority Accounting in the United Kingdom 2010/11 ('The Code'), and the Best 
Value Accounting Code of Practice (BVACOP), supported by International Financial 
Reporting Standards (IFRSs). 

The following accounting policies are consistent with these requirements. Where 
there was a degree of uncertainty over the actual monetary value of an item, 
estimates have been used. Any estimates have been determined by considering all 
relevant facts and their impact on the Council's accounts. 

ii. Accruals 

Income and expenditure is accrued for in the year in which the supply occurs, 
rather than when the transfer of cash actually happens. 

When income or expenditure is recognised, but the cash has not transferred, a 
debtor (where income has been recognised) or creditor (where expenditure has 
been recognised) for the relevant amount is included in the balance sheet. Where 
there is uncertainty regarding the payment of a debt, the balance is written down 
and an equivalent charge made to revenue for the income that may not be 
collected. 

iii. Business Improvements Districts 

A BID is a mechanism that allows local businesses to agree to pay a nominal 
supplement on their business rates bill to provide additional services and facilities 
to improve their trading environment. BIDs are driven entirely by the businesses 
within the defined area. The Council effectively acts as an agent for Reading UK 
CIC, and as such collects the supplement on behalf of the BID company, and passes 
it on, less an administration charge. 

iv. Cash and Cash equivalents 

Cash is represented by cash in hand, and deposits with financial institutions which 
are repayable on demand, without incurring penalties. 

Cash equivalents are deposits that mature within 3 months of the original 
investment date, and are readily convertible to known amounts of cash with an 
insignificant risk of a change to its value. 

In the cashflow statement, cash and cash equivalents are shown net of bank 
overdrafts that are repayable on demand and form an integral part of the 
Authority's cash management. 
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v. Exceptional items 

Material, one off, items of income and expenditure are disclosed separately within 
the Net Cost of Services in the Comprehensive Income and Expenditure Statement. 
If the item has a significant impact on the position of Council, further detail will be 
set out in a note to the accounts. In 2010/11, the Council recognised no 
exceptional items in the Comprehensive Income and Expenditure Statement. 

vi. Prior period adjustments, changes to accounting policies and estimates . 

Prior period adjustments may be required as a result of a change in accounting 
policy, or to correct a material error. Material errors discovered in prior year 
figures are corrected retrospectively by adjusting the opening balances and all 
affected comparative figures. No material errors required correction in 2010/ 11. 

Changes to accounting estimates are not changes to accounting policy, and so only 
require changes to be made in the current and future years, rather than requiring a 
prior period adjustment. 

The accounting policies of the Council are only changed when required to by proper 
accounting practices or the change provides more reliable or relevant information 
regarding the financial position of the Council. When a change is made, it is 
applied retrospectively, unless stated otherwise, so that the financial statements 
reflect the position the Council would have been in if the policy had always been in 
place. 

vii. Employee benefits . 

• Benefits payable during employment 

Under the terms of IAS 19, the Council is required to accrue for the cost of 
short term benefits due to employees, but untaken as at 31 st March. These 
benefits include amounts for untaken annual leave, flexi-time and time off 
in lieu (TOIL). Amounts corresponding to the value of these untaken 
benefits are charged to the individual services, but then reversed out 
through the Movement in Reserves Statement, ensuring that it has no 
impact on the Council's overall financial position. It is not expected that 
these amounts will be converted to direct cash payments to employees. 

• Pension and retirement benefits 

As past of the terms and conditions of employment of its officers and other 
employees, the Council offers membership to one of the two pension 
schemes in which it participates. Although the benefits from these will not 
arise until the employee retires, the Council has a commitment to make the 
payments that need to be disclosed at the time that employees earn their 
future entitlement. 

The Council participates in two different pension schemes: 

Teachers Pension Scheme, an unfunded scheme administered by 
Capita on behalf of the Department for Education (DfE). 
Local Government Pension Scheme (LGPS), a funded scheme 
administered by the Royal Borough of Windsor and Maidenhead. 
As it is a funded scheme, both the Council and Employees 
contribute to the scheme at levels intended to balance the 
pension liabilities with the investment assets of the scheme. 
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In accordance with The Code and IAS 19 ('Employee Benefits'), these 
statements incorporate the Council's assets and liabilities based on its 
future pension commitments. The Scheme Actuary calculates the cost of 
retirement on an annual basis, therefore these accounts reflect the costs of 
providing retirement benefits to employees in the accounting period in 
which they are earned by the employees, as well as the related finance 
costs and any other changes in valuations that occur within the financial 
year. 

Details of the scheme assets, liabilities and payments to the funds are set 
out in note 24 to these accounts. 

vi i i . Events after the balance sheet date 

If an event occurs between the balance sheet date and the approval of the 
accounts which has an impact on the financial position, the Council is obliged to 
assess the impact, and adj ust the accounts as necessary. 

Two types of post-balance sheet events exist: 

• Those that provide clearer evidence of the actual conditions prevailing at 
the balance sheet date - the Accounts would be adjusted to reflect this 
information 

• Those where an event has occurred subsequent to the balance sheet date, 
but which has not altered the actual position of the Council at this date - 
this would be explained in a note to the Accounts. 

For 2010/ 11, the Council has not had to make any adj ustments for events after the 
balance sheet date. 

ix. Financial Instruments 

Loans raised by the Council, mainly through the Public Works Loans Board (PWLB) 
in accordance with their circular, are pooled. All interest is charged to the 
Comprehensive Income and Expenditure Statement. The Housing Revenue Account 
(HRA) is charged with interest in accordance with statutory criteria (calculated at 
an average rate of 3. 44% in 2010/2011). 

As part of its interest and debt management, on occasion the Council repays loans 
before their maturity date; usually receiving a discount on incurring a premium. 
Such gains and losses on premature repayment of debt are recognised in the 
Comprehensive Income and Expenditure Statement in the year they occur, unless 
they meet the modification test in The Code (i.e. the present values of the debt 
restructured has not changed significantly). Otherwise they are adjusted through 
the Financial Instruments Adjustment Account (FIAA) in accordance with statutory 
criteria. Where PWLB borrowing is repaid and replaced on the same day, gains and 
losses are amortised using the effective interest rate method provided the 
modification test criteria set out in The Code are met. For financial assets and 
liabilities carried at fair value, the fair value has been determined using discounted 
cash flow analysis 

x. Foreign Currency transactions 

All transactions within these Accounts are in Sterling; where the Council has 
carried out a transaction in a foreign currency, the transaction has been converted 
to Sterling on the basis of the exchange rate at the time of the transaction. 
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xi. Government Grants and Contributions 

Government grants and third party contributions are recognised as income within 
the Accounts when the Council is reasonably sure that: 

• It will comply with the conditions attached to the payments 

• The contribution or grant will be received. 

Income is only recognised in the Comprehensive Income and Expenditure Statement 
once any conditions attached to the contribution or grant are met. A condition can 
stipulate how an asset purchased with grant can be used, or a service provided, 
with the risk of having to repay the grant to the awarding body if the conditions 
are not complied with. 

Any contributions received where the conditions have not been met are held as 
receipts in advance on the balance sheet; when the conditions are satisfied, the 
grant or contribution is credited to the Comprehensive Income and Expenditure 
Statement. Grant balances in excess of the expenditure actually incurred are then 
reversed out through the Movement in Reserves Statement. 

xii. Intangible assets 

Intangible assets are non-financial items which do not have a physical form, but it 
has been identified that the Council can expect to benefit from in the future, for 
example software licences. 

As no active market exists for the majority of the Council's intangible assets, they 
are initially valued at cost, and then amortised over their useful economic life 
(typically 2 to 5 years for software licences). Amortisation and impairments are 
charged to the relevant service within the Comprehensive Income and Expenditure 
Statement. This is then reversed out of the general fund via the Movement in 
Reserves Statement. 

xiii. Interests in companies 

The Council has reviewed the relationships it has with its partner organisations to 
determine which should fall within the scope of the group. The Council has 
interests in four companies which it considers should be incorporated within the 
group; these companies are: 

• Reading Transport Limited (RTL) - founded in 1986 to meet the 
requirements of the Transport Act (1985) 

• Reading Economic Development Company Limited (REDCO Group) - a group 
of three companies - REDCO, Acre Road Industrial Estate Limited and 
Queens Road Carp Park Limited. REDCO Group had minimal assets. 

The financial statements within the group accounts (pages 87 to 95) consolidate 
the Council's results, and that of Reading Transport and REDCO Group. Any 
transactions between organisations within the group have been eliminated from the 
statements. 

The Council is also a trustee for a number of charitable land holdings; these rely on 
revenue support from the Council. Whilst immaterial, these are consolidated into 
the group accounts for completeness. 
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xiv. Inventories and work in progress 

Inventories held at 31 st March are included within the balance sheet at the lower of 
cost and new realisable value. 

xv. Investment properties 

Properties owned by the Council for the purposes of income generation or capital 
appreciation, rather than service delivery, are classified on the balance sheet as 
investment properties. 

Investment properties are initially valued at fair value, but revalued annually. 
Gains or losses upon revaluation are recognised within the financing and 
investment income line within the Comprehensive Income and Expenditure 
Statement, as are rental incomes. Revaluation gains are reversed out of the 
General Fund through the Movement in Reserves Statement. 

xvi. Leases 

The Council is involved in agreements by which equipment, land and buildings are 
leased form other organisations and leased out to organisations and individuals. 

All material leases have been assessed against the tests of control set out in the 
Code. Where these tests have changed the classification of the lease in 
comparison to its classification under the former Statement of Recommended 
Practice, adjustments have been made to ensure that the financial statements 
reflect the current classification. 

Council as lessee 

• Finance leases 

Property, plant and equipment are recognised on the balance sheet at the 
inception of the lease at the lower of fair value of the asset, or the present 
value of the minimum lease payments. The asset recognised is matched with a 
liability for the lease payments to the supplier. Lease payments made in year 
are split between: 

- an element writing down the lease liability over the life of the lease 

- a finance charge to the Comprehensive Income and Expenditure Statement. 

• Operating leases 

Rentals due under an operating lease are charged in full to the Comprehensive 
Income and Expenditure Statement on a straight line basis. No asset or liability 
is recognised in the balance sheet. 

Council as lessor 

For leases in existence at 31 st March 2010, where the Council is the lessor, the 
terms of the Local Authorities (Capital Finance and Accounting) (Amendment) 
(England) Regulations (2010) allow for a continuation of the accounting 
treatment adopted for the lease under the SORP. The Council is following this 
treatment for all existing leases where it is the lessor. 
• New finance leases 

For all new finance leases, the relevant asset is written out of the balance 
sheet as a disposal, with the carrying amount transferred to the 
Comprehensive Income and Expenditure Statement along with the gain or loss 
on disposal. This is matched by a long term debtor on the balance sheet. As 
capital receipts cannot be used to increase the general fund balance, premia 
received have to be transferred to the Capital Receipts reserve through the 
Movement in Reserves Statement. Lease income is split between: 
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- a charge for the acquisition of the leased item which is used to write down 
the long term debtor. 

- finance income, credited to the Comprehensive Income and Expenditure 
Statement. 

• Operating leases 

If the Council grants an operating lease, the asset remains within the 
Council's balance sheet, and the rental payments received are credited to 
the Other Operating Expenditure line within the Comprehensive Income and 
Expenditure Statement. 

xvii. Overhead and support service recharges 

All costs of overheads and support services are apportioned to those areas that 
benefit from the supply or service. This is done in accordance with the principles 
set out in the CIPFA Best Value Accounting Code of Practice (BVACOP) 2010/11. 
The most commonly used apportionment bases are: 



Cost 


Apportionment basis 


Staff 


Officers use of time 


Administrative buildings 


Area occupied 


IT 


Use of computer resources 



xviii. Property, plant and equipment 

Any physical assets owned by the Council that are used for the provision of 
services, rather than held for the generation of income, are classified as property, 
plant and equipment (PPE). 

• Recognition 

Expenditure on the acquisition, creation or enhancement of PPE is 
capitalised on an accruals basis, provided that the benefits provided to the 
Council last for longer than one year. 

• Measurement 

Assets are initially valued at cost, which comprises the purchase price, plus 
any costs to get the assets to the final location and operating as intended by 
management. 

Assets are held on the balance sheet according to the following valuations bases: 



Asset type 


Valuation basis 


Infrastructure, community assets 
and assets under construction 


Depreciated historic cost 


Dwellings 


Fair value based on existing use 
value for social housing 


All other PPE assets 


Fair value based on existing use 
value 



Where there is no market evidence for a fair value, primarily due to the specialised 
nature of the asset, depreciated replacement cost (DRC) is used in lieu of the fair 
value. 
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The Council's assets are revalued on a five-year rolling programme, unless it has 
become apparent that due to a change in conditions, an interim revaluation is 
required. Any increases in valuations are credited to the revaluation reserve to 
recognise the unrealised gain. 

Where decreases in valuations (impairments) occur, these are accounted for by: 

• Reduction of the value of the revaluation reserve for that asset (if one 
exists) to zero if necessary. 

• If there are no unrealised gains in the revaluation reserve for that asset, or 
the impairment is greater than the total revaluation reserve for the asset, 
the balance of the impairment is written down against the various service 
lines in the Comprehensive Income and Expenditure Statement. 

The revaluation reserve has only been in use since 1 st April 2007, therefore the 
reserve only contains unrealised gains recognised since this date. Gains recognised 
prior to 1 st April 2007 are consolidated within the Capital Adjustment Account. 

Depreciation is provided for on all assets, with the exception of land, assets under 
construction, and investment properties. Depreciation is calculated on the basis of 
the following assets lives: 



Asset type 


Useful economic life 
(years) 


Major new buildings on Council-owned land 


40 - 60 


Major extensions to existing buildings and 
major remodelling of infrastructure 


20 - 40 


Major refurbishment of existing buildings 


20 


Major transport infrastructure 


30 


Other transport capital expenditure 


15 


Small items of capitalised expenditure 


5 - 10 


Vehicles 


5 - 7 



Items of Property, Plants or Equipment valued at over flm will be assessed when 
revalued to see whether any separately identifiable components need to be 
recognised. Components will only be recognised where the value is at least £200k, 
or the remaining useful economic life of the component is significantly different to 
that of the host asset. When an item of PPE has separately identifiable 
components, the components are depreciated separately. 

For HRA housing assets, whilst this threshold does not apply at an individual 
dwelling level, the Council is moving towards a component based approach to 
depreciation of the stock as a whole that it anticipates will be fully implemented 
when the HRA moves to a 'self-financed' basis in 2012/ 13. 

Where a revaluation gain has been recognised, this is depreciated; the charge is 
equal to the difference between the current value depreciation charged on the 
asset and the depreciation that would be charged if an historic cost basis had been 
used. 

Assets held for sale and disposals 

The Code introduced a new class of assets: 'non-current assets held for disposal'; 
when assets are being actively marketed, and the disposal is expected to occur 
within the next 12 months, the asset is reclassified as a non-current asset held for 
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disposal. Prior to reclassification, the asset is revalued, and then carried at the 
lower of the revaluation and the fair value less costs of disposal. If there is a 
subsequent decrease in the fair value less disposal costs, the loss is charged to the 
'other operating expenditure' within the Comprehensive Income and Expenditure 
Statement. 

If it becomes clear that the asset no longer meets the criteria for Assets Held for 
Sale, they are reclassified back to non-current assets and valued at the lower of 
their carrying amount prior to being classified as being held for sale (adjusted for 
depreciation, amortisation or revaluations that would have been incurred if the 
original reclassification had not occurred), and their recoverable amount at the 
date of the decision not to sell. 

Receipts from the disposal of assets in excess of £10,000 are classed as capital 
receipts. For receipts resulting from the disposal of housing land and properties, a 
proportion (75% for dwellings, 50% for land and other assets, less allowances and 
statutory reductions) is payable to the Government. This amount is shown within 
the Comprehensive Income and Expenditure Statement; the retained portion is 
credited to the Capital Receipts Reserve, to be used to fund affordable housing and 
regeneration projects. 

xix. Private Finance Initiative (PFI) and similar contracts 

The Council is involved with two PFI schemes: one with Affinity Limited for the 
management of housing stock in North Whitley, the other with WRG Limited for 
waste disposal. 

IFRIC 12 requires the Council to assess the level of control each party has within 
the contract; the result of this assessment is that both of the Council's PFI schemes 
are recognised on the Council's balance sheet. The in-year charges are split 
between a service charge element (chargeable to the relevant service line within 
the Comprehensive Income and Expenditure Statement), interest (chargeable to 
interest payable and similar charges within the Comprehensive Income and 
Expenditure Statement) and an MRP element (equal to the capital repayment made 
in year). 

xx. Provisions, contingent liabilities and contingent assets 

• Provisions 

Provisions are made when an event occurs that gives the Council a legal or 
constructive obligation that is likely to require settlement by a transfer of 
money or service potential, and a reliable estimate can be made of the 
magnitude and timing of the obligation. 

Provisions are charged to the appropriate service line(s) in the 
Comprehensive Income and Expenditure Statement in the year the Council 
becomes aware of the obligation, and are the best estimate of the value as 
at the balance sheet date. The eventual payment is charged to the balance 
sheet provision. Provisions are reviewed each year, with the balance 
increased or decreased as required. Details of the provisions made by the 
Council are set out in note 26, page 71. 

• Contingent liabilities 

A contingent liability is recognised when an event occurs which gives the 
Council a possible obligation, but the existence of the liability will only be 
confirmed by uncertain future events over which the Council does not have 



Reading Borough Council 



39 



Statement of Accounts 2010-11 



Notes to the Accounts 



sole control. Contingent liabilities are disclosed as a note to the accounts; 
in 2010/ 11, the Council recognised no contingent liabilities. 

• Contingent assets 

A contingent asset is recognised when an event occurs which gives the 
Council a possible asset, but the existence of the asset will only be 
confirmed by uncertain future events over which the Council does not have 
sole control. Contingent assets are disclosed as a note to the accounts; in 
2010/ 11, the Council recognised one contingent asset. 

xxi. Reserves 

The Council sets aside specific amounts for future policy purposes or to cover 
contingencies. The reserve is created via the Movement in Reserves Statement; 
when expenditure is incurred that is to be funded from the reserve, the 
expenditure is recognised within the relevant service line in the Comprehensive 
Income and Expenditure Statement, with the reserve being appropriated back to 
the General Fund via the Movement in Reserves Statement, so there is no net 
Council Tax impact of the expenditure. 

The Council's reserves are divided between General Reserves, established as 
above, where the Council has some discretion over its approach, and Unusable 
Reserves, where the Local Authority accounting framework has created various 
reserves that are not available for general use. 

Details of the reserves held by the Council are set out in note 14, page 53. 

xxii. Revenue expenditure funded from capital under statute (REFCUS) 

REFCUS represents expenditure which may be correctly capitalised, but which does 
not result in the creation of a non-current asset in the Council's accounts. The 
expenditure is written off to the Comprehensive Income and Expenditure 
Statement in full in the year in which it is incurred. 

Common areas of expenditure classed as REFCUS include capital expenditure at 
Foundation, Voluntary Controlled and Voluntary Aided Schools, and Disabled 
Facilities Grants. 

xxiii. Equal pay backpay 

The Council has established an Equal Pay Provision, since under the Equal Pay Act 
(1970, as amended) employees are entitled to equal pay for work of equal value. 
Payments are envisaged in future years, but the extent of this cannot be accurately 
quantified at present. 

xxiv. VAT 

The accounts are prepared excluding VAT, except where the Council is unable to 
recover VAT paid. 

2. Critical judgements in applying accounting policies 

In the course of applying the accounting policies detailed above, the Council has 
had to make judgements about significant transactions and balances. The critical 
j udgements made in the production of this Statement of Accounts are as follows: 

- The Council is involved with two PFI contracts, after an assessment under the 
requirements of IFRIC 12, it has been determined that these are effectively under 
the control of the Council. The accounting policies relating to PFI schemes have 
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therefore been applied to these two arrangements, and the associated assets 
recognised on the Council's balance sheet. 

- The Council has a number of vehicles held on leases, a number of these are for all 
of the life of the asset, and the amounts paid are in excess of what would be paid 
if the asset were to be purchased. These vehicles have been treated in accordance 
with the Council's policies in respect of finance leases, and feature on the balance 
sheet. The Council's other leases have been assessed and are being treated as 
operating leases, with the costs charged in full to the net cost of services. 

- The Council is in dispute with Laing O'Rourke Infrastructure, the contractor for 
the redevelopment of J unction 11 of the M4. The final contract sum is disputed, 
with a material difference between the view of the contractor and the position of 
the Council. The Council has accrued in the 2010/ 11 accounts up to the level of an 
offer made (now withdrawn) to settle to dispute. 

- The Council has a number of properties for which it receives rental income. The 
nature of these holdings have been assessed against the Code requirements for 
investment properties. Properties that are held solely for the rental incomes 
received, or for increases in the capital value of the building, have been treated as 
investment properties, and the income and expenditure resulting from them are 
included within 'Investment income' in the Comprehensive Income and Expenditure 
Statement. 

- The Council has offered various employees terms to terminate their employment 
contracts on a voluntary basis during 2010.11. The accounts include accruals for 
the cost of those termination payments where the decision to end the contract was 
taken by 31 st March 2011, although some of the contracts will run to dates (that in 
some cases have not been finalised) in 2011/12. 

3. Assumptions made about the future and other major sources of estimation 
uncertainty 

The Accounts include a number of estimates that are based on assumptions 
regarding future events, the effects of which can not be accurately gauged in 
advance. The disclosures below are limited to those estimates that have a 
significant risk of requiring a material adjustment within the next financial year. 



Item 


Uncertainties 


Effect if actual results 
differ from assumptions 


- Assumptions used in the 
calculation of depreciation 


Actual useful life of the asset 




Assumptions about future 
events affecting provisions 


Timing and magnitude of the 
liability 


Provision may be insufficient 
to cover liability if under 
estimated, or too large a 
provision may be made if the 
liability is over estimated. 


- Principal actuarial assumptions 
regarding defined benefit pension 
schemes 


The actuaries for the Royal 
Berkshire pension scheme use a 
number of assumptions when 
calculating the net liabilities of 
the scheme. These include: 

- changes in inflation 

- salary increases 

- discount rates 


Full details of the sensitivity 
analysis in respect of 
changes to the discount 
rates and life expectancies 
conducted by the actuaries 
are set out in note? Page?. 

The estimates interact in 
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Item 


Uncertainties 


Effect if actual results 
differ from assumptions 




- returns on scheme assets 

- life expectancy of scheme 
members 


complex ways, and as a 
result, the actuaries advised 
that total experience 
adjustments on scheme 
assets of £13, 187k, and - 
£5,459k on scheme assets 
needed to be recognised in 
2010/11 as a result in 
updating assumptions. 


- Assessments of the recoverable 
amounts of arrears and other 
debtors 


Levels of bad debt provision 
have been calculated on the 
basis of the current economic 
conditions 


If the levels of bad debts are 
higher than have been 
allowed for in the 
Comprehensive Income and 
Expenditure Statement, a 
cost to revenue will occur in 
future years. 


- Assessment of future payments 
for PFI schemes 


Estimates of the future 
payments to contractors are 
based on assumptions regarding 
inflation and performance 


Increase in inflation will lead 
to the Council having to pay 
over more to the contractor, 
so amounts included here 
will be understated. If the 
contractor's performance is 
lower than has been built 
into the financial model, the 
contractor will have penalty 
charges levied against it, and 
therefore the Council's costs 
will be lower than set out 
here. 



4. The impact of accounting changes required by new standards that have been 
issued, but not yet adopted. 

FRS 30, Heritage Assets, is scheduled to be adopted by the Council in 2011/ 12; it is 
anticipated that a number of the Council's community assets will be reclassified to 
Heritage assets, primarily the Mayoral Regalia, Museum Collections and the Abbey 
Ruins. 

As a result of this, assets where there is an open market will be valued at market 
value; assets with no marketable value will be held at replacement cost. Where it 
is impossible to establish a value for an asset through either of these methods, the 
asset will be held at zero, but included as a note to the accounts. 

The likely impact of this change has not yet been reliably estimated. 

5. Transfers to Academy Schools 

During 2010/11, four schools became Academies, following a change in legislation. 
Lease transfers of the assets and school balances relating to these schools have 
been made over to the Academy Trusts, with value of the transfers (2010/11: 
£15. 8m, 2009/10: £0) recognised separately within 'other operating expenditure' 
within the Comprehensive Income and Expenditure Statement on page 29. Of the 
£15. 8m transfer value, £14. 8m was the value of the capital assets transferred; 
these assets have been removed from the Council's fixed asset register. 
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6. Agency income and expenditure 

The Council is not involved in any formal agency arrangements, but as a result of 
Local Government Reorganisation, various services within Berkshire are provided by 
one authority on behalf of the others. 

In aggregate, joint arrangements admistered by various authorities (including some 
liabilities related to the activities of the former Berkshire County Council) cost 
£12. 9m (2009/10: £11. 7m). The Council administered £5.0m the (2009/10: 4.8m) 
of this total; the most significant joint arrangements run by the Council include: 

Child Care Lawyers (£2. 41m) 
Coroners Service (f 0.94m) 
Berkshire Records Office (f0.82m) 

7. Partnership schemes under Section 31 of the Health Act 1999 

Section 31 of the Health Act (1999) enables the establishment of joint working 
arrangements between NHS bodies and local authorities. These pooled funds 
enable bodies to work together to address specific local health issues. 

Currently the Council is involved in two partnership schemes: 

- Community Equipment Service 

The partnership is operated by the Ambulance Trust, with Slough Borough Council 
as the lead authority; there are 8 partners to the agreement - the six Berkshire 
Unitary Authorities and two Primary Care Trusts. 

The partnership operates a central warehouse of equipment, which is loaned to 
clients to help them remain in their own homes, or speed their discharge from 
hospital. Equipment can range from walking sticks to special hydraulic beds. 

In 2010/11, the gross expenditure was £2. 8m (2009/10: £2. 8m), to which the 
Council contributed f0.3m (2009/10: £0.28m) 

- External Placements for Children 

The Council is in a partnership agreement with Berkshire West PCT. The Council is 
the host body for the partnership, and as such has responsibility for the 



administration of the pool. 

2009/10 2010/11 

£ '000 £ '000 

Funding 

2,059 Reading Borough Council - general fund 2,266 

2,961 Reading Borough Council - schools budget/sixth form funding 2,950 

510 Berkshire West PCT 510 

5,530 5,726 
Expenditure 

628 Social care placements 767 

3,461 Education placements 3,926 

2,535 Independent fostering 2,317 

6,624 7,010 



1,094 Net Deficit/(Surplus) 1,284 
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The purpose of the partnership is to commission services specifically for children 
residing in the Borough who are under 19 years of age and have been assessed with 
complex, multiple and high level needs and who require a placement outside of the 
Borough from voluntary or independent sector providers. This includes residential 
care education, agency foster care and incidental costs including therapy and 
support. 

£976k of the deficit in 2010/11 is funded from the Dedicated Schools Grant, with 
the balance of £308k coming from the General Fund. A number of the current 
cases have gone to the Continuing Care Panel to establish whether these should be 
part funded by Berkshire West PCT, subject to meeting their funding criteria. At 
present no decision has been made by Berkshire West PCT, however the Council has 
taken the prudent position of funding these in full in 2010/11 financial year as 
noted above, given that the changes to the criteria are likely to mean on the 
balance of probability that they will not be funded by the PCT. The PCT have also 
served notice on the arrangement and in 2011/12 the pooled budget arrangement 
will cease. 

8. Members' Allowances 

Payments to members are made under the provisions of the Local Authorities 
(Members Allowances) (England) Regulations 2003. A breakdown of the amounts 
paid per member is available on the Council's website www.readinq.qov.uk . In 
addition, Co-optees allowances are payable to non-Councillor members sitting on 
the Standards Committee, or any sub-committee set up by the Standards 
Committee. 

The total amounts paid to Members and Co-opted officers during 2010/11 was 
£438,772 (2009/ 10: £456,831), split over the following categories: 



2009/10 
£ 



2010/11 
£ 



376,054 
75,442 



Basic Allowance 

Special Responsibility Allowance 
Dependent Carer's Allowance 
Travelling and Subsistance Allowance 
Co-optees' Allowance 



376,677 
59,405 



26 





475 
2,215 



2,794 
2,515 



456,831 



438,772 
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9. Officers' remuneration 

The Corporate Management Team (CMT) is responsible for the day to day 
management and direction of the Authority. The remuneration paid to the 
members of CMT is as follows: 



Salary (including Compensation for Total Employer's Total remuneration 

Postholder information fees and allowances) loss of office Remuneration pension including pension 

contributions contributions 

Chief Executive: 

Michael Coughlin 148,377 148,377 21,811 170,188 
Director of Corporate Resources: 1 

Dave Peasley 109,564 109,564 180,518 290,082 
Director of Education and Children's Services: 

Anna Wright 119,979 119,979 17,637 137,616 
Director of Environment, Culture and Sport: 2 

Anita Cacchioli 38,326 143,723 182,049 5,634 187,683 
Director of Environment, Culture and Sport: 3 

AmarDave 85,162 85,162 12,519 97,681 
Director of Housing and Community Care: 4 

Avril Wilson 89,412 89,412 13,144 102,555 
Head of Policy, Performance and Community: 

Zoe Hanim 86,660 86,660 12,739 99,399 
Head of Central Administration: 5 

John Painter 76,683 76,683 61,731 138,414 

Notes: 

1. Dave Peasley opted for flexible retirement from 1 st March 2011, the above 
Employer's Pension Fund contribution includes the one off cost of £165,025 
payable to the Pension Fund as a result of the Personnel Committee's decision 
agreeing Mr Peasley's flexible retirement. From 1 st March 2011 Mr Peasley's 
salary has reduced from £114,979 to £50,000 as part of the flexible retirement 
arrangements thereby generating an on-going saving of £86,000 pa (once 
Employer's National Insurance and Pension Fund contributions have been 
allowed for). 

2. Anita Cacchioli left the organisation on 31 st J uly 2010. 

3. Amar Dave took over the post of Director of Environment, Culture and Sport on 
1 st August 2010, the figures above represent his salary at his previous level of 
Head of Culture from 1 st April 2010 to 31 st J uly 2010, and at his new level from 
1 st August 2010 to 31 st March 2011. 

4. Avril Wilson took over the post of Director of Housing and Community Care on 
3 rd May 2010, the figures above represent her salary at her previous level of 
Head of Housing from 1 st April 2010 to 2 nd May 2010, and at her new level from 
3 rd May 2010 to 31 st March 2011. 

5. John Painter is not a member of the CMT but as the Statutory Monitoring 
Officer normally attends CMT meetings. Personnel Committee agreed Mr 
Painter could take flexible retirement from 1 st August 2011. The employer's 
pension contribution includes the one-off cost of £49,000, payable to the 
pension fund as a result of the Personnel Committee's decision. From 1 st 
August, Mr Painter's salary will reduce to £20,000 (part time working) as part 
of the flexible retirement arrangement, thereby generating a saving to the 
Council of £70,000 per annum (once Employer's National Insurance and Pension 
Fund contributions have been allowed for). 
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Including the individuals disclosed above, the Council had the following numbers of 
employees paid more than £50,000 during the year: 



2009/10 








2010/11 




Total Staff 


Remuneration band 


Total Staff 


IMUI rbLI IUUI b 


Cf hriri 1 c 

3L 1 IUUI b 


Compensation for 


Numbers 


£ 


Numbers 


loss of office 





180,000 to 184,999 


1 


l 





1 


1 


175,000 to 179,999 

















170,000 to 174,999 

















165,000 to 169,999 

















160,000 to 164,999 

















155,000 to 159,999 














1 


150,000 to 154,999 

















145,000 to 149,999 


1 


1 








1 


140,000 to 144,999 














1 


135,000 to 139,999 


1 





1 








130,000 to 134,999 


1 


1 





1 





125,000 to 125,999 

















120,000 to 124,999 


1 


1 








4 


115,000 to 119,999 


1 





1 





1 


110,000 to 114,999 

















105,000 to 109,999 


2 


2 





1 


1 


100,000 to 104,999 


1 


1 





1 





95,000 to 99,999 


1 


1 








1 


90,000 to 94,999 


2 


2 





2 


5 


85,000 to 89,999 


10 


8 


2 





4 


80,000 to 84,999 


5 


3 


2 


1 


7 


75,000 to 79,999 


10 


9 


1 


5 


10 


70,000 to 74,999 


8 


7 


1 


1 


15 


65,000 to 69,999 


16 


12 


4 


3 


27 


60,000 to 64,999 


26 


18 


8 


4 


32 


55,000 to 59,999 


36 


22 


14 


6 


76 


50,000 to 54,999 


85 


58 


27 


6 


187 




208 


147 


61 


32 




2009/ 10 comparatives: 










187 


114 


73 


7 



As a result of the changes being implemented at the Authority as part of the 
Performance Improvement Programme Voluntary Change Scheme, there have been 
a number of individuals who have opted for the voluntary termination package that 
was offered. The figures above include these individuals when their total 
remuneration (including compensation payments for loss of office) exceeded 
£50,000; the numbers of individuals receiving payments for compensation for loss 
of office are included within the non-schools figures, rather than being in addition 
to them. 

10. Related parties transactions 

The Council is required to disclose material transactions in the year with related 
parties. Parties are considered to be related to the Council if either of the parties 
has the power (either through voting rights, family ties, or financially) to influence 
operational or financial policy decisions of the other. 

The key personnel responsible for the major decisions of the Council are: 
Elected Members 
Chief Executive 



Reading Borough Council 



46 



Statement of Accounts 2010-11 



Notes to the Accounts 



Members of the Corporate Management Team (details of these 
officers are set out in note 9) 

Members are required to complete the Register of Members' Interests; a full copy 
of this is maintained and available to view during office hours). From the register, 
it has been identified that: 

Four Councillors sit on the board of the Royal Berkshire Fire and Rescue 
Service, 

One Councillor sits on the board of Thames Valley Police, 

Five Councillors sit on the board of Readibus, a voluntary organisation grant 

funded by the Council. 

Within the CMT, one Officer declared an interest in accordance with section 117 of 
the Local Government Act (1972). The husband of the Council's Director of 
Education and Children's Services is employed as a Director of Performance and 
Communication in the Young People's Learning Agency (YPLA). This role is 
internally focused to the YPLA, and does not determine funding for Local 
Authorities. 

Central Government has an effective general control over the general operations of 
the Council. It is responsible for providing the statutory framework within which 
the Council operates, provides a significant part of the Council's funding in the 
form of grants and prescribes the terms of many of the transactions that the 
Council has with other parties. Details of the transactions with Government 
departments are set out within the segmental reporting (page 4), capital and 
revenue grants (note 29), and details of capital expenditure (note 18). 

The Council has substantial interests in 4 companies (Reading Transport Limited 
and the three companies making up REDCO group) - full details of the Council's 
interest in Reading Transport are set out in the Group Accounts (pages 87 to 101). 
Included within the Council's 'Cost of Services' line within the Comprehensive 
Income and Expenditure Statement is £3. 6m expenditure that the Council has 
incurred with RTL, and fO.lm of income with the company. 
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11. Dedicated Schools Grant 

Since 2006/ 07, school funding has been provided to Local Authorities by means of a 
ring-fenced grant from the Department for Education. The split between individual 
schools is by a formula agreed by local schools through the Schools' Forum; the 
Forum also agrees the split between the total amount devolved to schools and the 
amount retained by the Council for central expenditure. 



Details of the deployment of DSG receivable in 2010/ 11 are as 

Central 



Final DSG for 2010/11 

Brought forward from 2009/ 10 

Carry forward into 2011/ 12 already agreed 

Agreed budget distribution in 2010/11 

less actual central expenditure 

Less actual ISB deployed to schools 

Plus Local Authority contributions for 2010/ 11 

Carry forward into 2011/ 12 




13,616 



13,616 



58,071 


58,071 



Total 
71,517 
(321) 


71,196 
13,616 
58,071 


142,883 



* ISB is the individual schools budget, the above figures show the total devolved to all Local Authority 
schools within the Borough 



12. Audit fees 

The amounts paid by the Council to the external auditors (KPMG) and to the Audit 



Commission are as follows: 

2009/10 2010/11 
£ '000 £ '000 

253 Fees payable to KPMG for external audit services 260 

21 Fees payable in respect of statutory inspections 6 

39 Fees payable for the certification of grant claims and returns 40 

313" 306 



13. Amounts shown in the Movements in Reserves Statement 

The statement below details the adjustments made to the Council's General Fund 
and Housing Revenue Account for the year to account for the differences between 
proper accounting practice and amounts that are allowed to debited or credited 
under statute, and any transfers to or from reserves. The reserves are split into 
either general reserves (those available to fund the day to day operations of the 
Council, and its capital works) and unusable reserves (funds that are not available 
for this purpose): 
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2009/10 Movement in Reserves - General reserves 









s 

1 


t HRA 


I 

1 


e 

I 


1 






General Fi 
Balance 


Earmarkec 
General 
Fund Rese 


Housing Ri 
Account 


Earmarkec 
Reserves 


Capital Re 
Reserve 


& I 

i 1 


Capital Gr. 
Unapplied 


Total 

General 

Reserves 




£000 


£000 


£000 


£'000 


£000 


f nnn 

E UUU 


£000 


£000 


Balance at 31 March 2009 


11, 193 


27,205 


8,698 


6,200 


219 


o 


2,211 


55,726 


Surplus/ (deficit) on provision of services 


(21,416) 




(12,841) 










(34,257) 


Surplus/ (deficit) on revaluation of non-current assets 



















Actuarial gains/ (losses) on pension assets/ liabilities 



















Contribution to unfunded pension benefits 



















Other gains/ (losses) 



















Total comprehensive income & expenditure 


(21,416) 





(12,841) 














(34,257) 


MUJ USLnlcNLS UcLWccll dLLOUNUNy Udblb d[lu 1 UNUINy UdSIS 
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Depreciation and impairment of non current assets 


60,145 














60,145 


Excess of depreciation charged to HRA over the Major Repairs 
Allowance element of housing subsidy 






12,818 






u, uo / 




18,905 


Capital grants and contributions credited to the 
Comprehensive Income & Expenditure Account 


(59,384) 













2,551 


(56,833) 


Revenue expenditure funded from capital by statute 


12,197 















12,197 


Net gain/ (loss) on sale of non-current assets 


(281) 


506 


391 




992 






1,608 


Amount by which finance costs calculated in accordance with 


















Lllc LUUc die UlllclcIlL 1 1 Ol 1 1 Lllc dlrlOUNL 01 1 illdllLc LObLb 




1,133 












1,133 


ra 1 n 1 1 afpfi in arrnrrtanrp wifh c+ahifnrv rpniiirpmpnl"C 
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Amounts by which pension costs calculated in accordance 


















with the Code are different from the contributions due under 


7,563 


739 


611 










8,913 


the pension scheme regulations 


















Amount by which council tax income included in the 


















Comprehensive Income & Expenditure Account is different 
from the amount taken to the General Fund in accordance 


(429) 














(429) 


with regulation 


















Statutory provision for repayment of debt 


(6,242) 


47 


293 










(5,902) 


Capital expenditure charged to the General Fund Balance 


(187) 














(187) 


Transfer from Capital Receipts Reserve equal to the amount 


974 








(974) 








payable into the Housing Capital Receipts Pool 















Transfer to/ (from) earmarked reserves required by legislation 


3,468 




1 






(6,087) 




(2,618) 


Adjustments between accounting basis and funding basis 
under regulations 


17,824 


2,425 


14, 114 





18 





2,551 


36,932 


Net (increase)/decrease before transfers to earmarked 
reserves 


(3,592) 


2,425 


1,273 





18 





2,551 


2,675 


Transfer to/ (from) earmarked reserves 


1,664 


(1,615) 


(749) 


700 














(lncrease)/decrease in year 


(1,928) 


810 


524 


700 


18 





2,551 


2,675 


Balance at 31 March 2010 


9,265 


28,015 


9,222 


6,900 


237 





4,762 


58,401 
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2009/ 10 Movement in Reserves - Unusable reserves 





Revaluation 
Reserve 


Capital 
Adjustment 
Account 


Financial 
Instruments 
Adjustment 
Account 

Equal Pay 


Deferred Capital 
Receipts 


Pension Reserve 


Collection Fund 

Adjustment 

Account 


Accumulated 
Absences 


Total 
Unusable 

Reserves 




£'000 


£ 000 


f 000 £ 000 


£000 


£ 000 


£000 


£ '000 


£000 


Balance at 31 March 2009 


73,495 


545,682 


2,457 


1,626 


(122,505) 


(860) 


(3,116) 


496,779 


Surplus/ (deficit) on provision of services 



















Surplus/ (deficit) on revaluation of non-current assets 


(403) 














(403) 


Actuarial gains/ (losses) on pension assets/ liabilities 










(116,274) 






(116,274) 


Contribution to unfunded pension benefits 










739 






739 


Other gains/ (losses) 












(429) 




(429) 


Total comprehensive income & expenditure 


(403) 











(115,535) 


(429) 





(116,367) 


Adj ustments between accounting basis and funding basis 
under regulations 


















Depreciation and impairment of non current assets 


(1,298) 


(58,847) 












(60, 145) 


Excess of depreciation charged to HRA over the Major Repairs 
Allowance element of housing subsidy 


(447) 


(18,458) 












(18,905) 


Capital grants and contributions credited to the 
Comprehensive Income & Expenditure Account 




56,833 












56,833 


Revenue expenditure funded from capital by statute 




(12,197) 












(12,197) 


Net gain/ (loss) on sale of non-current assets 


(2,856) 


1,488 




(240) 








(1,608) 


Amount by which finance costs calculated in accordance with 
the Code are different from the amount of finance costs 
calculated in accordance with statutory requirements 






(1,133) 










(1,133) 


Amounts by which pension costs calculated in accordance 
with the Code are different from the contributions due under 
the pension scheme regulations 










(8,913) 






(8,913) 


Amount by which council tax income included in the 
Comprehensive Income & Expenditure Account is different 
from the amount taken to the General Fund in accordance 
with regulation 












429 




429 


Statutory provision for repayment of debt 




5,902 












5,902 


Capital expenditure charged to the General Fund Balance 




187 












187 


Transfer from Capital Receipts Reserve equal to the amount 
payable into the Housing Capital Receipts Pool 




















Transfer to/ (from) earmarked reserves required by legislation 



6,087 



(3,000) 



(469) 



2,618 



Adj ustments between accounting basis and funding basis 
under regulations 

Net (increase)/decrease before transfers to earmarked 
reserves 

Transfer to/ (from) earmarked reserves 
(lncrease)/decrease in year 
Balance at 31 March 2010 



(4,601) (19,005) 



(5,004) (19,005) 



(5,004) (19,005) 



68,491 526,677 



(1,133) (3,000) 



(240) (8,913) 



429 (469) (36,932) 



(1,133) (3,000) 



(1,133) (3,000) 



(240) (124,448) 



(240) (124,448) 



(469) (153,299) 



(469) (153,299) 



1,324 (3,000) 



1,386 (246,953) 



(860) (3,585) 343,480 
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2010/11 Movement in Reserves - General Reserves 






£ 000 


£ 000 


£ 000 £ 000 


£ 000 


£ 000 £ 000 


£ 000 


Balance at 31 March 2010 


9,265 


28,015 


9,222 6,900 


237 


4,762 


58,401 


Surplus/ (deficit) on provision of services 


8,136 




(84,723) 






(76,587) 


Surplus/ (deficit) on revaluation of non-current assets 















Actuarial gains/ (losses) on pension assets/ liabilities 















Contribution to unfunded pension benefits 















Other gains/ (losses) 















Total comprehensive income & expenditure 


8,136 





(84,723) 








(76,587) 


Adjustments between accounting basis and funding basis 
under regulations 

Depreciation and impairment of non current assets 


37,109 




86,900 






124,009 


Excess of depreciation charged to HRA over the Major Repairs 
Allowance element of housing subsidy 






1,109 




2,977 


4,086 


Capital grants and contributions credited to the 
Comprehensive Income & Expenditure Account 


(23,564) 


(79) 






1,729 


(21,914) 


Revenue expenditure funded from capital by statute 


5,116 










5,116 


Net gain/ (loss) on sale of non-current assets 


200 


(64) 


(114) 


330 




352 


Amount by which finance costs calculated in accordance with 
the Code are different from the amount of finance costs 
calculated in accordance with statutory requirements 




(77) 








(77) 


Amounts by which pension costs calculated in accordance 
with the Code are different from the contributions due under 
the pension scheme regulations 


(29,846) 


1,380 


(2,544) 






(31,010) 


Amount by which council tax income included in the 
Comprehensive Income & Expenditure Account is different 
from the amount taken to the General Fund in accordance 
with regulation 


(645) 










(645) 


Statutory provision for repayment of debt 


(7,288) 


51 


(384) 






(7,621) 


Capital expenditure charged to the General Fund Balance 


(134) 










(134) 


Transfer from Capital Receipts Reserve equal to the amount 
payable into the Housing Capital Receipts Pool 


453 






(453) 








Transfer to/ (from) earmarked reserves required by legislation 23 22 (2,977) (2,932) 



Adjustments between accounting basis and funding basis 
under regulations 


(18,576) 


1,211 


84,989 





(123) 





1,729 


69,230 


Net (increase (/decrease before transfers to earmarked 
reserves 


(10,440) 


1,211 


266 





(123) 





1,729 


(7,357) 


Transfer to/ (from) earmarked reserves 


9,805 


(12,680) 


(705) 


700 








(2,880) 


Increase/fdecrease) in year 


(635) 


(11,469) 


(439) 


700 


(123) 





1,729 


(10,237) 


Balance at 31 March 2011 


8,630 


16,546 


8,783 


7,600 


114 





6,491 


48, 164 
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2010/ 11 Movement in Reserves - Unusable Reserves 






£000 


£ 000 


£ 000 


£ 000 


£ '000 


£ 000 


£ 000 


£ 000 


£ 000 


Balance at 31 March 2010 


68,491 


526,677 


1,324 


(3 000) 


1,386 


(246 953) 


(860) 


(3 585) 


343 480 


Surplus/ (deficit) on provision of services 





















Surplus/ (deficit) on revaluation of non-current assets 


(3,529) 
















(3,529) 


Actuarial gains/ (losses) on pension assets/ liabilities 












71,666 






71,666 


Contribution to unfunded pension benefits 












935 






935 


Other gains/ (losses) 














430 




430 


Total comprehensive income & expenditure 


(3,529) 














72,601 


430 





69,502 


Adj ustments between accounting basis and funding basis 
under regulations 

Depreciation and impairment of non current assets 


(1,873) 


(122,136) 














(124,009) 


Excess of depreciation charged to HRA over the Major Repairs 
Allowance element of housing subsidy 




!A (\T>\ 
[Q, U / i.) 














l*f, Uou/ 


Capital grants and contributions credited to the 
Comprehensive Income & Expenditure Account 




21 914 














21 914 


Revenue expenditure funded from capital by statute 




(5,116) 














(5,116) 


Net gain/ (loss) on sale of non-current assets 


(974) 


860 






(238) 








(352) 


Amount by which finance costs calculated in accordance with 
the Code are different from the amount of finance costs 
calculated in accordance with statutory requirements 






77 












77 


Amounts by which pension costs calculated in accordance 
with the Code are different from the contributions due under 

f ho noncinn rrho mo roni il ^fiAnc 
LIlc pcrlbluil iLMclllc icyUldUuilb 












31,010 






31,010 


Amount by which council tax income included in the 
Comprehensive Income & Expenditure Account is different 

IIUIII LIlc dlllUUIIL LdKcIl LU LIlc Vjcllcldl rUIIU III dLLUIUdflLc 

with regulation 














645 




645 


Statutory provision for repayment of debt 




7,621 














7,621 


Capital expenditure charged to the General Fund Balance 




134 














134 


Transfer from Capital Receipts Reserve equal to the amount 
payable into the Housing Capital Receipts Pool 





















Transfer to/ (from) earmarked reserves required by legislation 




2,977 












(45) 


2,932 


Adj ustments between accounting basis and funding basis 
under regulations 


(2,861) 


(97,818) 


77 





(238) 


31,010 


645 


(45) 


(69,230) 


Net (increase)/decrease before transfers to earmarked 
reserves 


(6,390) 


(97,818) 


77 





(238) 


103,611 


1,075 


(45) 


272 


Transfer to/ (from) earmarked reserves 


(2,837) 


2,717 




3,000 










2,880 


lncrease/(decrease) in year 


(9,227) 


(95,101) 


77 


3,000 


(238) 


103,611 


1,075 


(45) 


3,152 


Balance at 31 March 2011 


59,264 


431,576 


1,401 





1,148 


(143,342) 


215 


(3,630) 


346,632 



Reading Borough Council 52 Statement of Accounts 2010-11 



Notes to the Accounts 



14. General Reserves 

The general reserves of the Council can be used to finance the Council day-to-day 
operations of the Council, and its capital activities. Details of the in-year 
movements are set out in note 13, page 48. A number of reserves are earmarked 
for specific purposes; the movements in year for these are shown below: 





Balance at 




Balance at 




Balance at 




31st March 2009 


Movement in year 


31st March 2010 


Movement in year 


31st March 2011 


Earmarked Reserves 












BCC Liabilities Reserve Account 


70 


279 


349 


(349) 





General Fund Reserve Account 


93 


3 


96 


(8) 


88 


LEA retained DSG 


(188) 


(204) 


(392) 


(106) 


(498) 


Legal and Taxation Reserve 


1,000 


(250) 


750 


(500) 


250 


North Whitley PFI 


6,200 


700 


6,900 


700 


7,600 


Organisational Change 


500 


2,900 


3,400 


(2, 100) 


1,300 


Pension Liabilities 


1,000 





1,000 





1,000 


Property Liabilities 


1,300 


(1,000) 


300 





300 


Prudential reserve 


4,400 


(127) 


4,273 


(3, 120) 


1,153 


Repayment of grants reserve 


1,250 


(300) 


950 


(700) 


250 


Self insurance 


4,746 


146 


4,892 


22 


4,914 


Transforming services 


1,513 


78 


1,591 


(591) 


1,000 


Pay and reward 


2,175 


(2,175) 











Emergency Planning 





300 


300 





300 


Area Based Grant (ABG) reserve 





250 


250 


(250) 





Revenue Grant Unapplied Reserve 





10,256 


10,256 


(3,767) 


6,489 




24,059 


10,856 


34,915 


(10,769) 


24, 146 



15. Unusable Reserves 

The unusable reserves of the Council are as follows: 



2008/09 


2009/10 




2010/11 


f 000 


£ 000 




£ 000 


73,495 


68,491 


Revaluation Reserve 


59,264 


(122,505) 


(246,954) 


Pensions Reserve 


(143,343) 


545,682 


526,678 


Capital Adjustment Account 


431,576 


1,626 


1,386 


Deferred Capital Receipts 


1,148 


2,457 


1,324 


Financial Instruments Adj ustment Account 


1,401 


(860) 


(860) 


Collection Fund Adjustment Account 


215 





(3,000) 


Unequal Backpay Account 





(3,116) 


(3,585) 


Short term Accumulating Compensated Absences Account 


(3,630) 


496,779 


343,480 




346,631 



These reserves have primarily arisen as a result of accounting treatments that the 
Council has to follow as a result of the Code (and its predecessor document, the 
SORP). These sums are not available to finance the operations of the Council. 
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- Revaluation Reserve 

2009/10 2010/11 2010/11 

£ 000 £ 000 £ 000 

73,495 Balance at 1st April 68,491 

5,589 Upward revaluation of assets 24,114 
(6,571) Downward revaluation of assets and impairment losses not (23,192) 
charged to the Comprehensive Income and Expenditure 
Statement 

(1,745) Difference between fair value depreciation and historic cost (1,887) 
depreciation 

(2,277) Accumulated gains on assets disposed of (5,425) 



(5,004) Surplus or deficit on revaluation of non-current assets not (6,390) 
posted to the Comprehensive Income and Expenditure 
Statement 

Assets transferred to/ from Investment properties (2,837) 



Amount written off to the Capital Adjustment Account (2,837) 



68,491 Balance at 31st March 59,264 



The revaluation reserve carries the gains and losses that have occurred as a result 
of changes in the value of the Council's Property holdings. The Reserve was 
introduced as a result of the changes to Local Government Capital Accounting, 
effective from 1 st April 2007 

- Pension Reserve 

Full details of the movement in the Pension Reserve are given in note 24, page 66. 
The Pensions Reserve adjusts for the timing difference that arises between 
accounting for post-employment benefits and accounting for pension schemes 
according with statutory provisions. Whilst the Reserve shows a significant deficit, 
statutory arrangements ensure that funding will have been set aside by the time 
the benefits come to be paid 



2009/10 2010/11 

£ '000 £ '000 

(122,505) Balance at 1st April (246,953) 

,,,,._-,„, Actuarial gains and losses on scheme assets and .,, ( .. r 

116,274 ...... 71,665 

liabilities 

,, n Reversal of charges to the Comprehensive Income 

19,292 , ,_ _ * ^ K 20,245 
and Expenditure Statement 

11,118 Employers pension contributions 11,700 

(246,953) Balance at 31st March (143,343) 
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- Capital Adjustment Account 

The Capital Adjustment Account absorbs the timing differences arising from the 
different arrangements for accounting for the consumption of non-current assets 
and for financing the acquisition, construction or enhancement of those assets 
under statutory provisions. 

2009/10 2010/11 2010/11 

£ '000 £ '000 £ '000 

545,682 Balance at 1st April 526,677 

Reversal of items relating to capital expenditure debited or 
credited to the Comprehensive Income and Expenditure 
Statement: 

(77,305) Charges for depreciation and impairment of non-current assets (126,208) 

Revaluation losses on PPE 

Amortisation of intangible assets 
(12,197) Revenue expenditure funded from capital under stature (5,116) 

Amounts of non-current assets written off on disposal or sale as 
1,488 part of the gain/ loss on disposal to the Comprehensive Income 860 

and Expenditure Statement 

(88,014) (130,464) 
Adj usting amounts written out of the Revaluation Reserve 2,717 



(88,014) Net written out amount of the cost of non-current assets (127,747) 
consumed in year 

Capital financing applied in year: 
Use of the capital receipts reserve 
6,087 Use of the Major repairs reserve 2,977 

Capital grants and contributions credited to the 
56,833 Comprehensive Income and Expenditure Statement which 21,914 
have been applied to capital expenditure 
Application of grants to capital financing from the Capital 
Grants Unapplied Account 

5 902 Statutory provision for the financing of capital investment 7,621 
charged against the General Fund and HRA balance 
Capital expenditure charged against the General Fund and 134 
187 HRA balances 



69,009 32,646 

Movement in the market of Investment Properties debited or 
credited to the Comprehensive Income and Expenditure 
Statement 



526,677 Balance at 31st March 431,576 



- Deferred Capital Receipts 

The Deferred Capital Receipts Reserve holds the gains recognised on the disposal of 
non-current assets for which cash settlement has not yet taken place. The most 



Reading Borough Council 



55 



Statement of Accounts 2010-11 



Notes to the Accounts 



significant items recognised within the reserve is a loan made to RTL, which is 
being repaid over 10 years. 



2009/10 2010/11 
£ '000 £ '000 

1,626 Balance at 1st April 1,386 

Transfer to Capital receipts reserve on receipt 
< 240 > of cash < 238 > 

1,386 Balance at 31st March " 1,148 



- Financial Instruments Adjustment Account 

The Financial Instruments Adjustment Account absorbs the timing differences 
arising from the different arrangements for accounting for income and expenses 
relating to certain financial instruments and for bearing losses or benefiting from 
gains in accordance with statutory provisions. 



2009/10 2010/11 
£ 000 £ 000 

2,457 Balance at 1st April 1,324 

(1 084) Premia incurrecl iri year and charged to Comprehensive Income and 
Expenditure Statement 

Proportion of premia incurred in previous years to be charged 
(50) against the General Fund balance in accordance with statutory 75 
requirements 



1 133) ^ mount k v wn ' cn finance costs charged to the Comprehensive 
Income and Expenditure Statement differ from finance costs 
chargeable in the year in accordance with statutory requirements 

I 324 Balance at 31st March 



- Collection Fund Adjustment Account 

The Collection Fund Adjustment Account manages the differences arising from the 
recognition of Council Tax income in the Comprehensive Income and Expenditure 
Statement against the statutory arrangements for paying across amounts to the 
General Fund from the Collection Fund. 



2009/10 2010/11 

£ '000 £ 000 

(860) Balance at 1st April (860) 

Amount by which Council Tax credited to the Comprehensive Income and 

429 Expenditure Statement is different from Council Tax calculated for the year in 645 
accordance with statutory requirements 

Amount recognised within Other comprehensive income and expenditure within 

' 429 ' the Comprehensive Income and Expenditure Statement 4 ^ 

(860) Balance at 31st March 215~ 
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- Equal Pay Backpay Account 



2009/10 2010/11 

£ 000 £ 000 

Balance at 1st April 3 ( 000 

Increase/ (decrease) in provision for back pay in 

3,000 I . . . c in (3,000) 

' relation to Equal Pay cases ' ' ' 

Cash settlements paid in the year n 

3 000 Balance at 31st March 0~ 



- Accumulated Absences Account 

The Accumulated Absences Account absorbs the differences that would otherwise 
arise on the General Fund and HRA balance as a result of accruing for compensated 
absences earned but not taken as at 31 st March, for example annual leave 
entitlements. Statutory arrangements require that the impact on the General Fund 



and HRA balance is neutralised by transfers to or from the Account. 

2008/09 2009/10 2010/11 

£ 000 £ 000 £ 000 

(3,116) Balance at 1st April (3,585) 

Settlement or cancellation of accrual made at the end of 

3 ' 116 the preceding year 3 ' 585 

(3,116) (3,585) Amounts accrued at the end of the current year (3,630) 

(3,116) (3,585) Balance at 31st March (3,630) 



16. Fixed Assets 

All expenditure on capital assets during the year have been included under 
"additions" in the following table, although some items have been fully 
depreciated or impaired in the year. In accordance with the accounting policies 
set out in note 1, page 32, all fixed assets (except investment properties) are 
revalued on a five-year rolling programme, with the effective date of revaluations 
being 1 st April of the financial year. Investment properties are revalued on an 
annual basis. The valuations were undertaken by Bruce Tindall, the Head of 
Development, who is a member of the Royal Institute of Chartered Surveyors. 

There have been no changes in accounting estimates that have had an effect during 
2010/ 11, and none are currently expected to have an effect in 2011/ 12. 



Reading Borough Council 



57 



Statement of Accounts 2010-11 



Notes to the Accounts 



o <t m o <n 01 m 

H 10 IV Ol H IS 

in is o is oi h 

H H H IS" in H 

00 IS — H — 



Ol O O O O 00 



o 

4-J 

y 



6 



I 



moo 



§ a 



01 t\l o o o 
8 ID 

is- 



o o o rsi o 



rsi o o o o o 



3 



10 
H 



o o id m 



m is 

s s* 



o o o rn 



O o o o o 



O o o o o 



o o rn o 



r-- o o o 



IN S, 



a a 
a* s 



is 

00 



in 

3 



$ S 

(M m 

H U 

(N — ' 



O o o o o 



O o o o o 



O o o o o 



o o o o 



O o o o o 



O o o o o 



O o o o o 



in 

H 

10 
Is" 



s 

10 

in 



to ^ 



O O (N 



moo 



O o o o o 



3 1 



Ln o o o 



O o o o o 



in (N 

$ rn 



IN O (N 



m o o o 



H 

tf s 







H 






in 


8 




H 






is" 


§" 




10 


H 




00 


B 




in 


2 




IS 


o 




fl 


H 




a 


in 






m 






o 




H 


IN 




01 


H 




(N 


O 




m 












is 






in" 


^ 

m 




Q 


Pi 




a 


H 




oT 


O 




01 






in 






ID 


















H 


(808) 




1,847 






H 


H 




in 


H 




° 


01 






00 




d 


in 




5 








1 




s 


H 




01 


10" 






in 




1 



2 



C — 2 



s. a as £ 



S b 2 

B M- O) 

I ft 1 

X B » 

h? 

II c c 
Q o o 



ft s 

5 



3J (o (o (o p 

■ti "u "u "u h 

iS cu cu cu tn 

3 a. a. q. .5, 

§ a a a g 



3 & | 

in c 1S 



ft & 



5 5 5 3" 



2 ^ 
* 



±r -i— ' 



£ 5! 
ft £ 



c 
o 

iyi 


c 
o 

iyi 


o 


1= 


1= 


c 


I 


I 


USt IT 




(0 



III? 



s 
s 



2 



= s 



Reading Borough Council 



58 



Statement of Accounts 2010-11 



Notes to the Accounts 



G 



h n n 

m rn m 

CO O CO 

IN 10 ~ 

>* HI 



in A 



II 
II 



o 

ts 

2 
tri 



fa m 

■g ? 

jP 1 

8 



' 8 1 



10 is o" 
n n n 



a s 



H 



in 



oo m o o o 
i*» i — 

m co 



§ g * 



o o in cn 



& a § 



o o o o o o 



in o o o o o 



o o o o o 



s s 

in in 



oo o cn i-h o 



o o o o 



O o o o o 



O o o o o 



^ o o o o 

10 



Ifi rH O O O 

E5 a 



■o ffi * 



o cn o 



no o m o 



5? 



io m o n o 
h h efi o 

K h 



O o o o o 



O o o o o 



10 1-1 
O N 



O CN O 



O o o o o o 



O o o o o © 



o o o o 



O o o o o o 



O o o o o © 



o 

s 



to m 
m m 
oi m 



in o o o in 



m rH O 

8 <N 



o o o o o 



m cn o in o 



N 3 



O o o o o 



in o r-- o 



h id o ■vt o 

5 CO CO 



no o o o 



CO 



CO 



01 
H 
ID 



'I 



3 □ 



3 S 



& ? i 



s 
s 

2 I 



o 

1 1 

"8 to 

1 '8 



b 

l/l 



3 i 



■2 I 

o- a 
& 3 



H 

* 
§ 

i 

I 



a 



in in t/i 



S 

fcj 
I 

2 

* 



ti « ™ 



5 5 5 3 



1 



I 5 



l/l l/l l/l 4-1 

z; c c c c 

l I I I e 

™ -5= -h .b iTi 
3 fU fD (IS 3 

Sills- 



f 

* 



I i 



Reading Borough Council 



59 



Statement of Accounts 2010-11 



Notes to the Accounts 



17. Intangible assets 

The primary intangible assets recognised by the Council are purchased software 
and software licences; these are amortised over the life of the assets (2 to 5 
years), with the charges going to the relevant service line within the Net Cost of 
Service in the Comprehensive Income and Expenditure Statement. 

The movements in year on the balance sheet carrying value of intangible assets are 
as follows: 



2008/09 


2009/10 




2010/11 


£'000 


£ '000 




£'000 


462 


715 


Gross book value at 1st April 


1,033 


(98) 


(241) 


Accumulated Amortisation at 1st April 


(460) 


364 


474 


Net book value at 1st April 


573 


253 


318 


Acquisitions 


191 


(143) 


(219) 


Amortisation 


(271) 


474 


573 


Net book value at 31st March 


493 



There have been no changes in accounting estimates that have impacted on the 
Council's intangible assets, and no individual asset is material to the Council's 
accounts on its own. 
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18. Capital expenditure 

The total capital expenditure for the year (including expenditure on finance leases 
and PFI assets) is shown in the table below, along with the sources of financing 
used to fund it. Where capital expenditure is financed through borrowing, the 
expenditure results in an increase in the Capital Financing requirement (CFR), the 
movement of which in the year is shown in the second part of the note below. 



2008/09 2009/10 2010/11 

£ 000 £ 000 £ 000 

204,040 239,461 Opening Capital Financing requirement 257,460 

Capital investment: 

11,855 14,831 School Improvements 5,316 

3,791 1,888 School Construction Works 1,148 

38,967 41,622 Road & Transport Proj ects 15,135 

8,753 2,963 Other Buildings & Developments 3,556 

877 921 Housing Renovation Grants 1,067 

908 936 Social Housing Grants 2,253 

2,939 2,960 Business Transformation 2,458 

431 1,478 Vehicles and related equipment 366 

7,794 2,272 Waste PFI capital expenditure 

7,939 10,431 Council Housing 7,079 

3,295 3,977 Other (Environmental, Leisure and Crime Reduction) 2,984 

87,549 84,279 

41,362 

Sources of finance: 

(1,445) (3,175) Capital receipts (1,810) 

(46,115) (56,831) Government grants and other contributions (21,914) 

(219) (187) Sums set aside from revenue (134) 

(4,349) (6,087) Major Repairs Reserve (2,977) 

(52,128) (66,280) (26,835) 

239,461 257,460 Closing Capital Financing requirement 271,987 



Movements in year: 

27,627 15,727 Borrowing 14,527 

7,794 2,272 Assets acquired under PFI contracts 

35,421 17,999 lncrease/(decrease) in CFR 14,527 



19. Leases 

Council as the lessee 

- Finance leases 

The Council has a number of pre-existing vehicle leases that under the SORP were 
treated as operating leases, but that under the Code must be treated as finance 
leases. The assets acquired under these leases are carried as property, plant and 
equipment in the balance sheet at the following net amounts: 



2008/09 2009/10 2010/11 

£'000 £'000 £'000 

608 483 Vehicles 353 

608 483 353 
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The Council is committed to making minimum payments under these leases 
comprising the settlement of the long term liability for the use of the vehicles, and 
the finance costs that will be payable by the authority. 

The payments are made up of the following amounts: 



2008/09 2009/10 2010/11 
£000 £000 £000 

Finance lease liabilities recognised on 
balance sheet: 

125 131 Current (due within one year) 138 

483 352 Non-current (due after one year) 215 

295 199 Total finance costs payable in future 118 

years 

903 682 Total due 47T 



The minimum payments will be payable over the following periods: 



2008/09 
£'000 



2009/10 
£'000 



2010/11 
£'000 



Minimum 


Finance 


Minimum 


Finance 




Minimum 


Lease 


costs 


Lease 


costs 




Lease 


125 


96 


131 


81 


Payments due within 1 year 


138 


483 


199 


352 


118 


Payments due between 1 to 5 years 


215 














Payments due later than 5 years 





608 


295 


483 


199 




353 



Finance costs 

62 
56 



118 



-Operating leases 

The Council leases a number of buildings and vehicles through operating leases. 
The costs of these leases are charged in full to the relevant service area in the 
Comprehensive Income and Expenditure Statement. The future minimum lease 



payments due in future years are: 

2009/10 2010/11 
£'000 £'000 

24 Payments due within one year n 
22 Payments due later than one year and 11 
not later than five years 

45~ Total due 22~ 
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Council as the lessor 

- Finance leases 

The Council has no assets that it leases out under a finance lease 

- Operating leases 

The Council leases out a number of buildings, facilities and pieces of land to 
businesses, charities and individuals. The minimum lease payments receivable in 
the future are: 



2009/10 2010/11 

£000 £000 

1,858 Payments due within one year 1,828 

6,885 Payments due later than one year and 6,641 

not later than five years 

5, 339 Payments due later than five years 5, 156 

14,082 Total due 13,625 



20.PFI schemes 

The Council is involved in two PFI schemes, with WRG, Bracknell Forest Borough 
Council, and Wokingham Borough Council for the shared Waste PFI, and with 
Affinity (Reading) Limited for the North Whitley Housing PFI scheme. 

- North Whitley Housing PFI scheme 

On 31 st March 2004, the Council completed a PFI contract for the management and 
maintenance of 1,374 dwellings for a 30-year period starting from 10 th May 2004. 
There are no significant termination or renewal options within the contract. 

Assessment under IFRIC 12 in 2009/ 10, resulted in the assets, valued at £40m and a 
liability of £27m as at 31 st March 2011, for the future payments being included on 
the Council's balance sheet. The in-year movements for these assets and liabilities 
are as follows: 





Balance sheet 
liability 
£'000 


Scheme 
Assets 
£'000 


Net 
£ '000 


1st April 2010 Balance brought forward 


(27,375) 


54,837 


27,462 


Revaluations 





(14,017) 


(14,017) 


Depreciation and Impairment 





(800) 


(800) 


Repayment of liability 


384 





384 


31st March 2011 Balance carried forward 


(26,991) 


40,020 


13,029 



Reading Borough Council 



63 



Statement of Accounts 2010-11 



Notes to the Accounts 



Future payments to Affinity (Reading) are 
met; however, if these targets are met, 
over the remainder of the contract are as 

31 March 2010 
Total 
£ 000 

Due within: 

6,552 1 year 

28,233 2 to 5 years 

40,326 6 to 10 years 

45,900 11 to 15 years 

46,708 16 to 20 years 

37,894 21 years plus 

205,613 Total 



dependent on performance targets being 
estimated payments due to the Company 
follows: 





As at 31st March 2011 




Liability 


Interest 


Service Cost 


Total 


£000 


£ 000 


£ 000 


£000 


371 


2,279 


4,099 


6,749 


1,085 


8,918 


19,077 


29,080 


3,022 


10,256 


28,257 


41,535 


4,648 


8,712 


33,076 


46,436 


9,150 


6,220 


31,338 


46,708 


8,715 


1,565 


18,272 


28,552 


26,991 


37,950 


134,119 


199,060 



- Waste PFI scheme 

In 2006/07 the Council, along with Wokingham and Bracknell Forest Borough 
Councils, entered into a PFI contract with WRG (RE3 Ltd) for the disposal of waste, 
which expires in 2031/ 32. As part of the contract, WRG have built a waste transfer 
station, materials recycling facility, civic amenity site and offices on Council- 
owned land at Smallmead. At the end of the contract, ownership of the assets will 
revert to the Councils on whose land the facilities have been built. The total value 
of the future payments, modelled at financial close, was estimated to be £611m, 
to be shared between the three authorities based on their relative waste 
throughputs. Actual payments will depend on the contractor's performance, as 
well as the individual Council's waste collection. 

As a result of the 2009/10 assessment of this scheme under IFRIC 12, buildings 
valued at £7. 9m and plant valued at £1.6m were brought onto the Council's 
balance sheet, reflecting the Council's share of the total scheme assets. A 
corresponding long term liability to WRG was also recognised. The movements 
relating to this scheme during 2010/ 11 are as follows: 

Scheme Assets 

Balance sheet Other land Vehicle, plant 
liability and buildings and equipment 



£ 000 £'000 £'000 £000 

1st April 2010 Balance brought forward (8,713) 7,963 1,624 874 

Depreciation and Impairment (282) (112) (394) 

Repayment of liability 247 247 

31st March 2011 Balance carried forward (8,466) 7,681 h512 727" 



The payments that the Council will have to make to WRG under the Waste PFI 
contract, split between the repayment of liabilities, service charges and interest 
are shown below. These costs are based on estimates of the future value of the 
cash payments that will be made, assuming RPI is consistently at 2.5% 
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31 March 2010 






As at 31st March 2011 




Total 




Liability 


Interest 


Service Cost 


Total 


£ 000 




£000 


£ 000 


£ 000 


£000 




Due within: 










7,756 


1 year 


266 


558 


7,140 


7,964 


32,936 


2 to 5 years 


912 


2,079 


30,941 


33,932 


47,271 


6 to 10 years 


1,550 


2,194 


44,747 


48,491 


53,862 


11 to 15 years 


2,180 


1,576 


51,609 


55,365 


61,806 


16 to 20 years 


3,071 


705 


59,733 


63,509 


22,889 


21 years plus 


487 


16 


9,001 


9,504 


226,520 


Total 


8,466 


7,128 


203,171 


218,765 



21. Investment Properties 

The Council owns a number of assets that are held either for the rental income 
that they generate, or for capital appreciation of the asset. These assets are solely 
held for the generation of income for the Council, and provide no service benefits 
to the Council; as a result, these assets are recognised as investment properties in 
the Council's balance sheet. 

Rental income and revaluation gains recognised in the Comprehensive Income and 
Expenditure Statement under the 'investment income' heading for the year are as 
follows: 

2009/10 2010/11 
£000 £000 

(1,200) Rental income from investment properties (1,213) 

... Direct operating expenses arising from 

131 investment properties 136 

Revaluation (gains)/ losses on investment 

y, yoz , . (i, iy i) 

properties 

8,833 (2,268) 



This includes costs that the Council is obliged to meet as part of its duties as the 
landlord of the property. 

22. Inventories 

The levels of stock held by the Council, and the areas to which it relates are as 
follows: 



2008/09 2009/10 2010/11 

£ 000 £ 000 £ 000 

102 66 ENCAS 87 

100 Building Maintenance 92 

14 12 Other 12 

116 178 191 
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23. Debtors 

The outstanding debtors due within one recognised by the Council at the 31 st 
March, net of impairments for bad debts, were: 

2008/09 2009/10 2010/11 

£ 000 f 000 f 000 

12,833 13,316 Central Government Bodies 7,751 

1,645 2,414 Other Local Authorities 1,839 

194 24 NHS Bodies 132 

2 Public corporations and trading funds 

... no . n ... Other entities and individuals (including rent 

17,781 13,948 Cound| ^ ^ trgde 35,518 

32,453 29,704 45,240 



24. Post-employment benefits 

The Council contributes to two pension schemes: the Local Government Pension 
Scheme, and the Teachers Pension Scheme; details of contributions and scheme 
performance are set out in notes i and ii below. 

i. Teachers Pension Scheme 

The Council makes payments to the Teachers Pension Scheme, a contributory 
scheme run by Teachers' Pensions on behalf of the Department for Education. It is 
classified as a defined contribution scheme as it does not allow the identification 
of liabilities consistently and reliably between participating authorities. Finance is 
only required to be raised to cover a deficit in the Teachers Pension scheme once 
pensions are actually paid. 

In 2010/11, the Council paid employers contributions of £4.8m (2009/10: £4.8m), 
representing 14.1% of employees pensionable pay (2009/10: 14.1%). No added 
years payments, discretionary enhancements or retirement lump sums were made 
during the year. 



ii. Local Government Pension Scheme 

The Council pays contributions into the Royal Berkshire Pension Fund, which is 
managed on behalf of the Authority by the Royal Borough of Windsor and 
Maidenhead. This is a defined benefit final salary scheme into which both the 
employer and employee make contributions. The last full actuarial valuation of 
the fund was carried out as at 31 st March 2010. 

In 2010/ 11, the Council paid employer's contributions of £11. 7m (2009/ 10: £11. lm) 
into the fund, this represents 14.7% of employees pensionable pay (2009/10: 
14.7%. 

As a result of the 2010 emergency budget, from the 1 st April 2011, pension increase 
orders will be linked to CPI rather than RPI; this impacts the increase applied to 
pensions when they are paid and the revaluation of pensions for deferred members. 
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CPI has historically been a lower measure of inflation than RPI, typically 0.8%lower 
per annum, once changes in the CPI 'basket of goods' have been taken into 
account. The effect of this has been to reduce the Council's liability to the Royal 
Berkshire Pension Fund from £247m to fl43m. This is being treated as a past 
service gain in accordance with the guidance set down in UITF Abstract 48, since 
the change is considered to be a change in benefit entitlement. This is credited to 
non-distributed costs within the Comprehensive Income and Expenditure 
Statement, but has no overall impact upon the General Fund or HRA balances. 

- Impact on the Income and Expenditure Account 



Year to Year to 
31st March 2010 31st March 2011 

£ 000 £ 000 

9,846 Current service costs 16,142 

21,161 Interest on obligation 25,684 

(12,175) Expected return on scheme assets (16,324) 

Past service costs (44,887) 

... Losses/ (gains) on curtailments and ..... 

460 (obO) 
settlements 

19,292 Total (20,245) 

63,899 Actual return on scheme assets 18,901 



During 2010/11, there were 19 additional early retirements (2009/10: 12 early 
retirements). 

- Reconciliation of the opening and closing balances of the present value of the 
defined benefit obligation: 



Year to Year to 

31st March 2010 31st March 2011 

£ '000 £ '000 

315,387 Opening defined benefit obligation 505,939 

9,846 Service cost 16,142 

21,161 Interest cost 25,684 

167,999 Actuarial losses/ (gains) (77,125) 

460 Losses/ (gains) on curtailments 

Liabilities extinguished on settlements (1,305) 

(12,464) Estimated benefits paid (net of transfers in) (10,855) 

Past service costs (44,887) 

4,289 Contributions by scheme participants 4,367 

(739) Unfunded pension payments (935) 

505,939 Closing defined benefit obligation 417,025 
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- Reconciliation of the opening and closing balances of the fair value of scheme 
assets: 



Year to Year to 
31st March 2010 31st March 2011 

£ '000 £ '000 

192,881 Opening fair value of scheme assets 258,985 

12,175 Expected return on scheme assets 16,324 

51,725 Actuarial gains/ (losses) (5,459) 

11,118 Contributions by employer (including unfunded) 11,700 

4,289 Contributions by scheme participants 4,367 

Estimated benefits (net of transfers in and 

(13,zU3) (11, /yo) 
including unfunded) 

Receipt/ (payment) of bulk transfer value (445) 

258,985 rair vaiue ot scneme assets at ena ot period 273,682 



- Reconciliation between the fair value of assets and liabilities, and the balance 
sheet liability: 



31st March 2009 


31st March 2010 


£ 000 


£ 000 


306,700 


485,878 


192,881 


258,985 


113,819 


226,893 


8,687 


20,060 


122,506 


246,953 



31st March 2011 
£000 

Present value of funded obligation 397,112 
Fair value of scheme assets (bid value) 273,682 



Net liability 123,430 

Present value of unfunded obligation 19,913 
Net Liability in balance sheet 143,343 



- The primary Actuarial assumptions made in assessing the pension fund have been: 
Changes in price bases: 





31st March 2011 


31st March 2010 


31st March 2009 




%p.a. 


Real 


%p.a. 


Real 


%p.a. 


Real 


RPI increases 


3.5% 




3.9% 




3.0% 




CPI increases 


2.7% 


-0.8% 


n/a 




n/a 




Salary increases 


4.8% 


1.3% 


5.4% 


1.5% 


4.5% 


1.5% 


Pension increases 


2.7% 


-0.8% 


3.9% 




3.0% 




Discount rate 


5.5% 


1.9% 


5.5% 


1.5% 


6.7% 


3.6% 
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Mortality assumptions: 



31st March 31st March 

2010 2011 

Longevity at 65 for current pensioners (years): 

21.3 Males 22.7 

24.3 Females 25.4 

Longevity at 65 for members retiring in 20 years (years): 

22.2 Males 24.8 

25.3 Females 27.4 



Expected rates of return on scheme assets 

The expected return on assets is based on the long term future expected 
investment class as at the beginning of the period. The return on gilts and other 
bonds are assumed to be the gilt yield and corporate bond yield (with an 
adjustment to default risk) respectively at the relevant date. The actuaries have 
assumed the return on equities and properties to be a margin above gilt rates. The 
following expected returns have been adopted: 



Expected return (%p.a.) at 

Asset Class: 1st April 2011 1st April 2010 1st April 2009 

Equities 7.8% 7.9% 7.4% 

Gilts 4.4% 4.5% 4.0% 

Other Bonds 5.5% 5.5% 6.5% 

Property 5.9% 6.0% 5.5% 

Cash 3.0% 3.0% 3.0% 

Alternative Assets 5.0% 5.0% n/a 



As in previous years, it is assumed that 50%of retiring members will opt to increase 
their lump sums to the maximum amount allowed. 

The Royal Berkshire Pension Scheme's assets consist of the following categories, 
listed by proportion held: 



31st March 2010 




31st March 2011 


£000 


% 




£ 000 


% 


149,248 


44% 


Equities 


107,976 


31% 





0% 


Gilts 





0% 


98,368 


29% 


Other Bonds 


94,044 


27% 


23,744 


7% 


Property 


27,864 


8% 


6,784 


2% 


Cash 


17,415 


5% 


61,056 


18% 


Alternative Assets 


101,009 


29% 


339,200 


100% 


Total 


348,308 


100% 
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- Scheme history 









Year to 








March 2011 


March 2010 


March 2009 


March 2008 


March 2007 




£ '000 


£ '000 


£ '000 


£ '000 


£ '000 


Defined benefit obligation 


(417,025) 


(505,939) 


(315,386) 


(335,499) 


(347,314) 


Scheme assets 


273,682 


258,985 


192,881 


271,858 


286,942 


Surplus/ (Deficit) 


(143,343) 


(246,954) 


(122,505) 


(63,641) 


(60,372) 


Experience adjustments on scheme liabilities 


13,187 


(9,911) 





(9,428) 





Percentage of liabilities (RBC) 


4.20% 


-1.80% 


0% 


-2.20% 


0% 


Experience adjustments on scheme assets 


(5,459) 


51,725 


(101,454) 


(37,773) 


245 


Percentage of assets (RBC) 


-2.40% 


19.80% 


-52.20% 


13.60% 


0.10% 


Cumulative actuarial gains and losses 


(89,454) 


(161,119) 


(44,845) 


8,673 


11,664 



Assets are shown at bid price (estimated where necessary) for the periods prior to 
31 st March 2010. The defined benefit obligation shows the underlying liabilities 
that the Council has in the long run to pay retirement benefits. The total liability 
of £143. 34m (2009/10: £246. 95m) has not had a substantial impact on the net 
worth of the Council as recorded in the Balance Sheet because statutory 
arrangements for funding the deficit mean that the financial position of the Council 
remains healthy. The deficit on the Local Government scheme will be made good 
by increased contributions over the remaining working life of employees, as 
assessed by the scheme actuary. 

- Estimate of contributions for 2011/ 12 

Year to 
31st March 2012 
£000 



Service costs 12,023 

Interest costs 23,087 

Return on assets -16,478 

Total 18,632 



Employer contribution 9,611 

25. Creditors 

The Creditors that the Council has an obligation to pay in the next twelve months 
are as follows: 



2008/09 2009/10 2010/11 

£ '000 £ '000 £ '000 

(6,954) (1,849) Central Government Bodies (4,232) 

(1,899) (1,436) Other Local Authorities (834) 

(229) (345) NHS Bodies (100) 

(2) (13) Public corporations and trading funds (2) 

(29,555) (33,818) Other entities and individuals (42,246) 



(38,639) (37,461) (47,414) 
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26. Provisions 



ln-year movements 





Balance at 


Increases in 


Amounts of provisions 


Transfers from 




1st April 2010 


provisions 


used in year 


provisions 




£ 000 


£ 000 


£ 000 


£ 000 


Accumulated Absences 


3,585 


3,630 





(3,585) 


Equal Pay Back Pay 


3,000 


1,500 








Homelessness Costs 


40 





(20) 





North Whitley PFI 


135 








(135) 


Pensions Liabilities 


2,226 


1,926 


(1,756) 





Compensation for Loss of 
Office 





1,031 








Rent deposit guarantee 





300 










8,986 


8,387 


(1,776) 


(3,720) 



Balance at 
31st March 2010 
£ 000 

3,630 
4,500 
20 


2,396 
1,031 
300 
11,877 



Accumulated Absences Provision - This has been set up as a contra to the 
Accumulated Absences reserve to meet the accounting requirements for short term 
employee benefits as set out in the Code. 

Equal Pay Backpay Provision - The Council has established an Equal Pay Provision 
since under the Equal Pay Act 1970 (as amended) employees are entitles to equal 
pay for work of equal value. Payments are envisaged in future years, but the 
extent of those cannot be quantified accurately at the present. 

Homelessness Costs Provision - The Council has leased various properties to provide 
accommodation for homeless households. Under the terms of the leases, there 
may be liabilities when the leases end; the homelessness costs provision has been 
established to meet these liabilities. 

North Whitley PFI Provision - This was been established within the HRA balance to 
ensure that contracted payments associated with the refurbishment of a number of 
properties in the scheme could be met. All of the refurbishments have now been 
completed, and so the provision has been closed. 

Pension Liabilities Provision - This provision was created to help meet the costs 
associated with organisational change. 

Compensation for Loss of Office Provision - To meet the compensation costs of 
redundancy and efficiency of services termination of contracts agreed by the 31 st 
March 2011 but not yet paid to employees. 

Rent Deposit Guarantee Provision - The Council provides rent deposit guarantees to 
help prevent homelessness and the provision has been established for possible 
claims under such guarantees. 

27. Contingent liabilities 

From time to time, there are uncertainties surrounding potential liabilities in 
connection with capital or other projects in which the Council is involved. Where 
claims are unquantifiable at the balance sheet date, or possible but not probable, 
such claims are treated as contingent liabilities. 
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Contingent liabilities are not recognised in the Statement of Accounts, but are 
monitored to endure that where an obligation or transfer of economic benefit to 
another party has become probable, a provision is made. The financial statements 
include provisions based on management's best estimate of the outcome of these 
uncertainties. Whilst any disputes are ongoing the Council does not disclose the 
quantum or timing of any possible settlement as this could prejudice its 
'commercial' position. 

28. Contingent assets 

Contingent assets represent benefits due to the Council in relation to a past 
activity, if a future even occurs. On the advice from, and with the assistance of its 
VAT advisor, the Council has submitted a number of claims regarding VAT to, and 
appealed various assessments raised by HM Revenue and Customs (HMRC), totalling 
approximately £5. 7m. 

The recovery of this VAT is contingent upon both the outcome of a VAT tribunal 
involving other local authorities, and HMRC being satisfied that the Council's 
circumstances are similar to theirs. In relation to these claims, if successful, the 
council will also receive interest on the VAT involved. A separate claim is being 
pursued that such interest should be compounded, and that claim is contingent 
upon successful legal action. 

29. Government and non-government grants 

All grant receipts in year are assessed to ascertain whether the use of them has 
conditions attached to them, or merely restrictions on their use. Conditional 
grants are held within 'receipts in advance' on the balance sheet until the 
conditions have been met, unconditional grants are credited to the Comprehensive 
Income and Expenditure Statement when they are received, with any unused 
balance sitting in a reserve. 

- Capital grants 

The grant balances credited to the Comprehensive Income and Expenditure 
Statement during the year are as follows: 



2009/10 
£'000 



2010/11 
£'000 



42,556 
7,143 



Grants credited to non-specific grant income 
Grants credited to services 
S106 and other contributions credited to non- 
specific grant income 
S106 and other contributions credited to 
services 



16,880 
3,332 



1,906 



2,867 



88 



287 



51,693 



Total 



23,366 
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At the 31 March 2011, the Council had a number of grant and other contribution 
balances remaining that had conditions attached to them, and so are recognised as 
capital grants receipts in advance: 



2009/10 2010/11 
£ '000 £ "000 

354 Miscellaneous Government Grants 916 

10,263 Standards Fund 10,066 

2,865 Other contributions 1,223 

4,437 Developers Contributions 5,639 

17,919 17,844 



- Revenue grants 

The revenue grant balances credited to the Comprehensive Income and 
Expenditure Statement during the year are as follows: 



2009/10 




2010/11 


£'000 




£'000 


75,360 


Housing Benefits 


82,564 


10,084 


Housing Subsidy 


6,974 


88,515 


Education Services 


78,077 


13,390 


Community Care 


3,809 


2,740 


Children and Families 


8,540 


8,454 


Other grants 


5,464 


198,543 


Total 


185,428 



30. Long term borrowing 

The table below shows the long term borrowing commitment that the Council had 
at the 31 st March 2011. These items are all due for repayment after 31 st March 
2012. 



2008/09 


2009/10 




2010/11 


£'000 


£'000 




£'000 


167,500 


146,708 


Public Works Loan Board 


145,622 


(2,880) 


(3,200) 


less modified loans carrying value 


(3,188) 


5,700 


10,700 


Other Local Authorities 


10,700 


30,000 


30,000 


Banks and Financial Institutions 


30,000 


200,320 


184,208 




183,134 
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An analysis for the Public Works Loan Board (PWLB) debt is provided below: 



2008/09 
£ '000 



2009/10 
£000 



2010/11 
£ '000 



3,167 
38,000 
17,833 



18,167 
16,500 
19,741 



1 - 2 years 

2 - 5 years 
5 - 10 years 



6,507 
21,520 
14,475 
1,120 
2,000 
100,000 



500 


108,000 



2,000 
90,000 



300 



10 - 25 years 
25 - 40 years 
40+ years 



167,500 



146,708 



145,622 



Since 2006/07, accounting requirements have required premia and discounts to be 
written off to the Income and Expenditure Account as incurred. Various 
adjustments required by regulation are then required to spread the cost or income 
over (typically) a 10 year period. 

During the year the Council prematurely repaid flOm of PWLB loans (2009/10: 
£32. 5m) at an immaterial net discount (2009/10: net premium of f 1.08m) and 
arranged £24. 8m of new PWLB loans (2009/ 10: £15. 8m of new loans). In addition, 
the Council arranged one longer term loan of £4m with another local authority to 
start in 2011/12 (one £5m loan arranged in 2009/10). 

The Council recognised all premia and discounts incurred prior to 31 st March 2007 in 
the Income and Expenditure Account at the time, except for £3. 25m of premia 
incurred on various loans rescheduled in 2004/05 and 2005/06 as a modification, 
most of which remains in the carrying amount at 31 March 2011 (per the table 
above). Full details of the Council's Treasury Management activity are published 
separately in the Council's Annual Treasury Report (and are available online at 
www.readinq.qov.uk ). 

The PWLB has advised that using its repayment rate to calculate premature 
repayment sums, the fair value of the £160. lm of long term PWLB loans above held 
as at 31 st March 2011 (including fl4.5m loans maturing within a year), was £163. 0m 
(the £150. 375m par value at 31 st March 2010 then had a fair value of £150. 397m on 
the same basis). The Council estimates that if held to maturity, using current 
PWLB borrowing rates at 31 st March to discount the fair value of loans at 31 st March 
2011 would be £140. 7m (31 st March 2010: £143. 6m) 

31. Financial Instruments 

As well as the Council's borrowings and investments, including premia and 
discounts associated with their early repayment and also provisions for liabilities, 
Financial instruments include financial assets and liabilities such as trade debtors, 
trade creditors, and cash & bank balances. (Taxation debtors (i.e. Council Tax 
arrears) are excluded from the definition). 

At the time of first implementation of this accounting approach in 2007, the 
Council considered whether impairments of assets (such as provisions for doubtful 
debts) should be treated differently, but concluded and continues to believe its 
historic approach to these provisions is immaterially different from what is 
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required by the accounting requirements, including those implemented in 2010/11 
for IFRS and therefore debtors (net of the provision), creditors, cash and bank 
balances have not been adjusted (and indeed the 31 st March 2010 and 2011 figures 
have been determined in broadly the same way as historically used). 

In the Council's Balance Sheet at 31 st March 2007, at the start of the accounting 
arrangements there was a balance of £4. 802m in respect of unamortised premia 
and discounts arising from the premature repayment of debt. Of this balance, 
£3. 19m remaining as at 31 st March 2011 related to premature repayments prior to 
31 st March 2006 (31 st March 2010: £3. 20m). This is being treated as a component of 
PWLB loan raised in 2005/06 and being amortised over the life of that debt, 
effectively treating those loans as modified. Accounting requirements required the 
remainder to be written off to the Income and Expenditure Account, but as the 
Council had a matching housing subsidy entitlement in relation to such restructured 
debt over the period 2011/12 to 2016/17, the balance was transferred to the 
statutory Financial Instruments Adjustment Account to be amortised over the 
period. As at 31 st March 2011, £0.745m remained in this account. The Council will 
be reviewing this accounting practice in 2011/12 should the Government confirm 
their intention to move to a "self-financed" basis for the HRA. 



We are required to analyse financial instruments between long term (due for 
settlement in more than 12 months) and current (settlement due within 12 
months). In this analysis we have treated debtors, creditors, cash & bank balances 
as current together with those investments and borrowings that fall due within 12 
months. Most borrowings and some investments (over 12 month duration) have 
been analysed as long term. The Council has some borrowing and lending to banks 
under LOBO/ callable structures where the duration is uncertain. At the current 
time, we have assumed these structures will run to their maximum duration. The 
long term elements include premia and discounts accounted for as loan 
modifications (as indicated above), and the following table provides the analysis: 



Financial Instruments Balances Carried Forward 

Financial Liabilities at Amortised Cost 

Total Borrowings 

Loans and Receivables at Amortised Cost 
Available for Sale Assets 

Total Investments 



Long Term 




Current 




31.3.2010 


31.3.2011 


31.3.2010 


31.3.2011 


£000 


£000 


£000 


£000 


220,648 


218,806 


65,338 


93,843 


220,648 


218,806 


65,338 


93,843 


7,527 


7,022 


40,497 


56,919 


12,375 





45,931 


59,463 


19,902 


7,022 


86,428 


116,382 



In addition we are required to disclose the nature and extent of risks arising from 
financial instruments to which we are exposed, and how they have been managed; 
including credit, liquidity and market risk. Credit and Liquidity risks exist for 
current and longer term receivables. In the above table they have been impaired 
(effectively a doubtful debt provision is held) to match broadly the historic 
experience of their non payment. With regard to investment instruments, the 
Council approves a treasury investment strategy each year that indicates that 
investments are only made to highly rated counterparties, with an emphasis on 
security and liquidity over yield, and some spread within the market to mitigate 
market risks and preserve capital. There has never been an actual default 
experience, and therefore it is not considered necessary to impair investments 
from their nominal value. 
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As at 31 st March 2010, £30m borrowing (2009: £30m) was on LOBO terms (with the 
lender to the Council having options to change the interest rate at various dates). 

32. Notes to the Cashflow Statement 

- Note A to the Cashflow Statement 

2009/10 2010/11 
£ 000 £ 000 



(34,257) Net Surplus or (Deficit) on the Provision of Services (76,587) 

Adjust net surplus or deficit on the provision of services for non cash movements 

77,086 Depreciation and impairment 125,937 

219 Amortisation 271 

Adj ustment for movements in fair value of investments classified as Fair Value through ^ 
Comprehensive Income and Expenditure Statement 

(602) Increase/ Decrease in Interest Creditors (845) 

(4,133) Increase/ Decrease in Creditors 3,027 

1,434 Increase/ Decrease in Interest and Dividend Debtors 961 

5,393 Increase/ Decrease in Debtors (18,154) 

(62) Increase/ Decrease in Inventories (13) 

8,366 Pension Liability (32,035) 

2,592 Contributions to/ (from) Provisions 6,476 

1,687 Carrying amount of non-current assets sold (768) 

80,000 Carrying amount of short and long term investments sold 60,000 

Movement in Investment Property Values (2,717) 

3,128 Other non-cash movements 9,269 



175,178 151,449 

Adj ust for items included in the net surplus or deficit on the provision of services that 

are investing or financing activities 

(59,383) Capital Grants credited to surplus or deficit on the provision of services (23,643) 

(80,000) Proceeds from the sale of short and long term investments (60,000) 

(4 133) Proceecls from tne sale of property plant and equipment, investment property and 
intangible assets 



(143,516) (85,545) 



(2,595) Net Cash Flows from Operating Activities (10,683) 
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- Note B to the Cashflow Statement 



2009/10 2010/11 

£ 000 £ 000 

Operating activities within the cashflow statement include the 
following cash flows relating to interest 

4,507 Interest Received 3,163 

(11,481) Interest Paid (10,893) 

(6,974) (7,730) 



Note C to the Cashflow Statement 

2009/10 2010/11 

£ '000 £ 000 

,. c -,. . , Purchase of Property, Plant and Equipment, investment property and ,_, . ... 

(65, III) , (33,U41) 

intangible assets 

(74,996) Purchase of short and long term investments (60,000) 
. Proceeds from the sale of property plant and equipment, investment 

4 ' 167 property and intangible assets 2 ' 140 

80,000 Proceeds from short-term and long-term investments 60,000 

63,572 Other Receipts from Investing Activities 27,037 



7,032 Total Cash Flows from Investing Activities (3,864) 



Note D to the Cashflow Statement 

2009/10 2010/11 
£ '000 £ 000 

104,745 Cash receipts of short and long term borrowing 70,230 

(2,065) Billing Authorities - Council Tax and NNDR adjustments (626) 

Precepting Authorities Only - Appropriation to/ from Collection Fund ._. 
4" ■ ■ ■ ■ t . 645) 
Adj ustment Account 

(110,537) Repayment of Short-Term and Long-Term Borrowing (53,477) 
Cash payments for the reduction of the outstanding liabilities relating to 
finance leases and on-balance sheet PFI contracts 



(7,908) Total Cash Flows from Financing Activities 14,721 



- Note E to the Cashflow Statement 

As at 31st March As at 31st March 

2010 2011 
£ 000 £ 000 

10,793 Cash and Bank Balances 11,679 

(4,192) Bank Overdraft (4,904) 

6,601 6,775 
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Housing Revenue Account 

Income and Expenditure Account 



2009/10 2010/11 

Actual Actual 

£ 000 £ '000 £ 000 



Expenditure (including pension costs in accordance with IAS 19): 



4,745 


Repairs and Maintenance 


5,203 


13,151 


Supervision and management 


13,579 


682 


Rents, rates, taxes and other charges 


207 


3,416 


Negative Housing Revenue Account subsidy payable 


7,455 


18,899 


Depreciation and impairment of non-current assets 


90,979 


38 


Debt management costs 


40 


40 


HRA share of Non-Distributed Costs (IAS 19 past service costs) 


(3,658) 



40,971 113,805 



Income: 

(31,477) Gross dwelling rents (31,597) 

(388) Gross non-dwelling rents (425) 

(1,100) Charges for services (1,155) 

(32,965) (33,177) 
Net Cost of HRA services as included in the whole authority 

Oi UUu oUiDlo 

Comprehensive Income and Expenditure Statement 

629 HRA share of Corporate and Democratic Core 563 

8,635 Net Cost of HRA services 81,191 

HRA share of the operating income and expenditure included in the 
whole authority Comprehensive Income and Expenditure Statement: 

391 Gain or loss on sale of HRA non-current assets (114) 

3,879 Interst payable and similar charges 4,085 

176 Amortisation of premiums and discounts 140 

(463) HRA interest and investment income (313) 

665 Pensions interest cost and expected return on pension assets 695 

13,283 (Surplus) or deficit for the year on HRA services 85,684 
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Movement on the Housing Revenue Account Statement 



2009/10 2010/11 

£ '000 £ '000 

(8,698) Balance at the end of the previous reporting period (9,223) 

(14,753) Adj ustments between accouting basis and funding basis under regulations (88,074) 

(23,451) Net increase or decrease before transfers to or from reserves (97,297) 

945 Transfers to or from reserves 2,829 

13,283 increase/ (decrease) in year on the HRA 85,684 

(9 ( 223) Balance on the HRA as at the end of the current reporting period (8,784) 
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Notes to the Housing Revenue Account 

1. The Housing Revenue Account (HRA) 

The HRA income and Expenditure Statement shows the economic cost in the year of 
providing housing services in accordance with generally accepted accounting 
practices, rather than the amount to be funded from rents and government grants. 
Authorities charge rents to cover expenditure in accordance with regulations; the 
may be different from the accounting cost. The increase or decrease in the year, 
on the basis on which rents are raised, is shown in the Movement on the HRA 
Statement. 

2. Analysis of the amounts included within 'Adjustments between accounting basis 
and funding basis under regulations' and 'Transfers to or from reserves' within 
the Movement in the HRA Statement 

2009/10 2010/11 
£ 000 £ 000 

Adjustments between accounting basis and funding basis under regulations: 

Difference between interest payable and similar charges including amortisation 
(13,606) of premia and discounts determined in accordance with the Code and those (86,900) 
determined in accordance with statute 

(756) Difference between any other item of income and expenditure determined (1,288) 

with the Code and determined in accordance with statutory HRA requirements 
(391) Gain or loss on the sale of HRA non-current assets 114 

(14,753)" (88,074) 

Transfers to or from reserves 

(706) HRA share of contributions to or from the Pension Reserve 2,963 

Employers's contributions payable to the Pension Fund and retirement benefits 
850 847 
payable direct to pensioners 

801 Transfers to/ from the Major Repairs Reserve (981) 
945" 2829" 



3. The Council's Dwelling Stock 

At 31 st March 2011, the Council was responsible for managing a housing stock of 
7,232 dwellings, including 1,337 within the North Whitley PFI scheme (1 st April 
2010: 7,298 dwellings, 1,338 in the PFI scheme). The number of dwellings by 
category at 31 st March was as follows: 



2009/10 2010/11 
Number of Number of 

dwellings dwellings 

4,068 Houses and bungalows 4,063 

3,230 Flats 3,169 

7,298 Total dwellings 7,232 
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In 2010-11 the number of dwellings within the HRA estate reduced by 66. As well 
as five dwellings sold under Right to Buy, 36 dwellings were removed from the 
stock as they are due for demolition as part of the Dee Park regeneration project 
and 2 hostels were taken out of use due to not being fit for purpose, accounting for 
a further reduction of 23 in the dwelling stock. 

The total Balance Sheet value of the Council's HRA assets at 31 st March 2011 was 
£306m (1 st April 2010: £413m), split between the following areas: 



2008/09 2009/10 2010/11 

£ 000 £ 000 £ 000 

Operational assets: 

423,884 407,903 Dwellings 301,948 

2,546 2,554 Other land and buildings 2,402 

3,492 2,620 Non-operational assets 2,141 

429,922 413,077 Total asset value 306,491 



The Balance Sheet value of dwellings within the HRA is intended to demonstrate 
the economic cost of providing council housing at rents less than open market 
value. Dwellings are initially valued at open market value and a Social Housing 
Adjustment factor is applied to recognize that as tenanted properties the dwellings 
are not available with vacant possession. In 2010/11 the social housing adjustment 
factor changed from 45% (31/ 3/ 10) to 32% (31/ 3/ 11). The vacant possession value 
rose from £917. 6m to £954. 3m, but the social housing adjustment reduced the 
balance sheet value from £412m to £302m. As most of this reduction exceeded the 
balance on the Council's revaluation reserve, accounting requirements required 
£79m of the reduction to be charged to the HRA); this entry is adjusted under 
regulation. 

4. The Major Repairs Reserve (MRR) 

The MRR records the unspent balance of the HRA subsidy paid to the Council in the 
form of the Major Repair Allowance (MRA). The movements in the MRR in year 
were: 



2008/09 2009/10 2010/11 

£ 000 £ 000 £ 000 

Balance on the MRR as at 1st April 

4,745 5,294 Transfer (to)/ from Housing Revenue Account 4,086 

(115) (161) - Depreciation on non-dwellings (163) 

,_„,. - (Excess)/ Shortfall of depreciation on dwellings 

281 954 . ... 826) 
over Major Repairs Allowance 

(4,349) (6,087) Financing of capital expenditure (3,097) 

Balance on the MRR as at 31st March 
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5. HRA capital expenditure 

During 2010/11, the Council incurred £6. 8m capital expenditure on land, houses 
and other properties within the HRA (2009/10: £10. 4m). The details of 
expenditure, and the methods of financing are detailed below: 



2008/09 2009/10 2010/11 

£ 000 £ 000 £ 000 

HRA capital expenditure: 

695 935 Housing 881 

7,285 9,495 Other 5,942 

77980" 10,430 67823 



Financed by: 

(3,525) (4,028) Borrowing (3,846) 

(243) Capital Receipts 

(4,349) (6,087) MRR (2,977) 

(106) (72) Grants 

(7,980) (10,430) (6,823) 



6. HRA capital receipts 

During the year, the Council disposed of five dwellings to tenants under the Right 
to buy scheme, no non-right to buy disposals occurred within the year. A garage 
site and community centre that were part of the HRA estate were also disposed of 
during the year. The disposals generated total capital receipts of £1, 020k, of 
which £453k was paid to Central Government as the Council's contribution to the 
Central Housing Pool. 

7. Interest 

£4.1m (2009/10: £3.9m) was charged in total to the HRA, of this fl.8m (2009/10: 
fl.6m) was charged in accordance with the provisions of the Local Government and 
Housing Act 1989 (Item 8), and £2. 3m (2009/ 10: £2. 3m) relating to the Housing PFI 
scheme (see note 20, page 63 of the main accounts). 

8. Impairments 

In accordance with the accounting policies set out on page 32, impairments of 
£8.1m (2009/10: £13. 6m) in respect of HRA properties were charged to the HRA. 
The split of impairments was as follows: 



2009/10 2010/11 
£ 000 £ 000 

13,415 Dwellings 7,898 

214 Other properties 214 

13,629 IU12" 
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9. Depreciation 

The total charge for depreciation for Houses and other properties within the HRA 
was £4.1m for 2010/11 (2009/10: £5.3), split as follows 



2009/10 2010/11 

£ 000 £ 000 

Operational assets: 

5,139 Dwellings 3,837 

161 Buildings 163 



5,300 4,000 



10. Housing Subsidy 

The HRA subsidy system is the system through which the Government determines 
the amounts local authorities need to spend on their council housing and whether 
subsidy is required to support this expenditure. HRA subsidy is the sum paid by 
Government to the Council to make up any shortfall between income and 
expenditure on the HRA. The HRA subsidy is a negative sum because the Council's 
notional HRA shows a surplus. In 2010/11, the Council paid £7. 5m to Central 
Government (2009/ 10: payment of £3. 4m to Central Government). 

11. HRA contributions to the Pension Reserve 

The HRA has been charged with a share of the pension costs of the Council in 
accordance with IAS 19; these costs are included within the HRA Income and 
Expenditure Statement. 

12. Rent Arrears 

At the 31 st March 2011, the rent arrears were £758,048 (2009/10: £817,256); a 
provision of £600,000 in respect of uncol lectable debts has been recognised on the 
Balance Sheet (2009/ 10: £600,000). 

13. Exceptional or prior year items 

No exceptional items or prior period adjustments have been identified for the HRA. 
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Collection Fund Account 



2009/10 
£000 



2010/11 
£000 



2010/11 
£000 



67,559 
10,872 

90,358 
500 



169,289 



66,245 
7,947 
2,895 



90,074 
284 



71 
1,773 



169,289 



(1,000) 



(1,000) 



Income: 

Council Tax received 
Council Tax benefits 

Income collectable from business rate payers 

Contribution towards previous year's Collection Fund 
Deficit 

Total income 

Expenditure: 

Precepts and demands from: 
Reading Borough Council 
Thames Valley Police 
Royal Berkshire Fire Authority 

Business Rates: 

Payment to the National Pool 

Costs of collection 

Impairment of debts: 

Write off of uncollectable amounts 

Allowance for impairments 

Total expenditure 

Movement on fund balance 
Surplus/ (deficit) brought forward 

Surplus/(deficit) on the Collection Fund Account as at 
31st March 



69,104 
11,955 



68,174 
8,162 
2,944 



87,562 
283 



36 
1,243 



81,059 
87,845 
750 



169,654 



79,280 



87,845 



1,279 



168,404 

1,250 
(1,000) 



250 
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Notes to the Collection Fund Account 

1. The Collection Fund 

The Collection Fund is an agent's statement that reflects the statutory obligation 
for billing authorities to maintain a separate Collection Fund. The statement 
shows the transactions of the billing authority in relation to the collection from tax 
payers and distribution to Precepting bodies and the Government of Council Tax 
and Non-Domestic Rates. 

2. National Non-Domestic Rates 

Business rates are organised on a national basis, with the Government specifying a 
multiplier rate; a business's rate liability is calculated by multiplying this amount 
by the business's rateable value. 

The total Non-Domestic rateable value at 31 st March 2011 was £249,415,909 (27 th 
March 2010: £212,896,704). The business rate multiplier set by Central 
Government for 2010/11 was 40. 7p for small businesses, and 41. 4p for all other 
businesses. 

3. Council Tax 

The Council is required to set the Council Tax for the Borough of Reading. The 
level of Council Tax is calculated by dividing the Budget requirement, less Revenue 
Support Grant and the contribution from the NNDR pool, by the tax base. 

The tax base is made up of the number of chargeable dwellings in each valuation 
band (after adjustment for discounts where applicable). These are converted into 
an equivalent number of band D dwellings. In October 2010, there were 54,116 
band D equivalent properties on the Council Tax register: 



2009/10 








2010/11 




Band D 










Band D 


Equivalent 






Taxable 




Equivalent 


Dwellings 


Band 


Property Value 


Properties 


Ratio 


Dwellings 


2,863 


A 


Up to £40,000 


5,595 


6/9 


2,897 


8,685 


B 


From £40,001 to £52,000 


13,275 


7/9 


8,685 


20,770 


C 


From £52,001 to £68,000 


27,160 


8/9 


20,836 


8,615 


D 


From £68,001 to £88,000 


10,008 


9/9 


8,763 


5,686 


E 


From £88,001 to £120,000 


5,233 


11/9 


5,744 


4,259 


F 


From £120,001 to £160,000 


3,205 


13/9 


4,294 


2,745 


G 


From £160,001 to £320,000 


1,775 


15/9 


2,782 


119 


H 


£320,001 upwards 


77 


18/9 


115 


53,742 






66,328 




54,116 



In J anuary 2010, the Council estimated that the Council Tax base would be ; during 
the year, the tax base averaged 54,084 Band D equivalent properties. 
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4. Precepting bodies 

The Collection Fund is drawn upon by three organisations: Reading Borough 
Council, Thames Valley Police Authority and the Royal Berkshire Fire Authority. 
The precepts and demands made by all three, and their share of the year end 
surplus, are shown below: 



2009/10 
£ 000 

65,385 Reading Borough Council 
7,910 Royal Berkshire Fire Authority 
2,792 Thames Valley Police Authority 

76,087 



Share as at 31st March 2011 



Precept/Demand Surplus/fDeficit) Total 

£ 000 £ 000 £ 000 

68,174 215 68,389 

8,162 26 8,188 

2,944 9 2,953 

79,280 250~ 79,530 
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Group Accounts 



1. Introduction 

The Council has reviewed its relationships with its partner organisations to 
determine whether there are any entities that should be considered as part of the 
Council's 'group'. Four organisations have been identified as needing to be 
consolidated within the Group, as the Council are all subsidiaries of the Council, 
with the Council owning 100%of the voting rights: 

- Reading Transport Limited (RTL) 

- Reading Economic Development Company Limited (REDCo): 

- Acre Road Industrial Estate Limited (ARIEL) 

- Queens Road Car park Limited (QRCL) 

RTL was founded in 1986 to meet the requirements of the Transport Act, and 
provides local bus services within the Greater Reading and West Berkshire areas, 
along with holidays and excursions, and the hire of drivers and buses for private 
hire. 

REDCo is the holding company for the other limited companies listed above; Ariel 
was formed to provide started industrial units on the Acre Road industrial estate, 
and QRCP was formed to provide a new multi-storey car park on Queens Road. 
These companies are no longer actively trading. 

2. Financial Performance 

The activities and performance of each of the subsidiaries during the year 2009/10 
is set out below: 

RTL: As at 31st March 2010, net current assets were £2. 8m (£2.1m in 2009/10) and 
the company made a loss of f0.5m in 2010/ 11 (f0.9m loss was made in 2009/ 10). 

REDCO: As at 31st March 2011 the company's net current assets were £3. 17m (as at 
31 st March 2010 £3. 17m) whilst the group's net current assets were fO.Om (as at 
31 st March 2010 fO.Om). In 2010/11 the company broke even, and the group made 
no profit or loss (2010/ 11: broke even). 

The Group segmental analysis is shown below, these figures exclude any 
transactions that have occurred between members of the group. 
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3. Group Financial Statements 

The Council is required to produce financial statements for the group, together 
with supporting notes, where there is a material difference to the single entity 
statement. 

The following statements have been prepared: 

- The Group Movement in Reserves Statement, which combines the in year 
movements of the financial reserves of the Council (as shown on page 48), with 
those of the Group entities, providing the overall change in the Council's total 
reverses. 

- The Group Comprehensive income and Expenditure Statement, which brings 
together the Comprehensive Income and Expenditure Statement produced by the 
Council and the Profit and Loss Statement produced by Reading Transport. 

- The Group Balance sheet, which recognises the year end position of all of the 
group entities. 

- The Group Cashflow statement, which consolidates the cashflow statements for 
the Council and RTL only, as the cashflows associated with REDCo are immaterial. 

4. Group Accounting Policies 

The Accounting policies for the subsidiary companies are not materially different to 
those of the Council, set out in note 1, page 32. The following differences are 
recognised: 

- Basis of account production 

The Council is required to produce its accounts in accordance with the IFRS Code, 
whereas RTL produces its accounts in line with UK GAAP and the Companies Act 
2006. Work has been carried out to look at the accounting treatment of the major 
items within the RTL accounts to see if there is a material difference between the 
Company's treatment of them, and the treatment that would be required under 
IFRS. No material items requiring adjustment have been discovered. 

- Depreciation of Fixed Assets 

Except for freehold land, depreciation is calculated so as to write off the cost of 
the asset less their estimated residual value on a systematic basis over the 
expected useful lives of the assets concerned. The principal annual rates used for 
this purpose are: 



Fixed Asset Category 


Depreciation Basis 


Buildings 


2%- 4% straight line 


Plant and Machinery 


10%- 20% straight line 


Buses 


10% straight line 


Other Vehicles 


9V2%- 33% straight line 



This fixed assets policy has not been changed to match the Council's methodology 
as the change would not be material to the group. The depreciation charge on the 
Income and Expenditure Account for 2010/ 11 for RTL is £2. 46m (2009/ 10: £2. 62m). 
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5. Group Financial Statements 

Group Movement in Reserves Statement 
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E'000 


£'000 


£'000 


£'000 


£'000 


£'000 


£'000 


£'000 


£'000 


£'000 


£'000 


£'000 


Balance at 31 March 2009 


14,704 


27,205 


8,698 


6,200 


219 





2,211 


59,237 


495,945 


555,182 


(2,980) 


552,202 


Surplus/(deficit) on provision of services 






(1 2 840) 
















(1,572) 


lie ooa\ 


Surplus/(deficit) on revaluation of non-current assets 



















(403) 


(403) 





(403) 


Actuarial gains/(losses) on pension assets/liabilities 



















(116,274) 


(116,274) 


(14,172) 


(130,446) 


Contribution to unfunded pension benefits 



















739 


739 





739 


Other gains/(losses) 



















(429) 


(429) 


926 


497 


Total comprehensive income & expenditure 


(21,417) 





(12,840) 














(34,257) 


(116,367) 


(150,624) 


(14,818) 


(165,442) 


Adjustment between group accounts & authority accounts 


65 














65 


834 


899 


(899) 





Net increase/ (decrease) before transfers 


(21 ,352) 





(12,840) 














(34,192) 


(115,533) 


(149,725) 


(15,717) 


(165,442) 


Adjustments between accounting basis and funding basis 
under regulations 


























Depreciation and impairment of non current assets 


60,145 














60,145 


(60,145) 











Excess of depreciation charged to HRA over the Major 
Repairs Allowance element of housing subsidy 






12,818 






6,087 




18,905 


(18,905) 











Capital grants and contributions credited to the 
Comprehensive Income & Expenditure Account 


(59,384) 













2,551 


(56,833) 


56,833 











Revenue expenditure funded from capital by statute 


12,197 















12,197 


(12,197) 











Net gain/(loss) on sale of non-current assets 


(281) 


506 


391 




992 






1,608 


(1,608) 











Amount by which finance costs calculated in accordance 
with the Code are different from the amount of finance costs 
calculated in accordance with statutory requirements 




1 ,133 












1 ,133 


(1 ,133) 











Amounts by which pension costs calculated in accordance 
with the Code are different from the contributions due under 
the pension scheme regulations 


7,563 


739 


611 










8,913 


(8,913) 











Amount by which council tax income included in the 
Comprehensive Income & Expenditure Account is different 
from the amount taken to the General Fund in accordance 
with regulation 


(429) 














(429) 


429 











Statutory provision for repayment of debt 


(6,242) 


47 


293 










(5,902) 


5,902 











Capital expenditure charged to the General Fund Balance 


(187) 














(187) 


187 











Transfer from Capital Receipts Reserve equal to the amount 
payable into the Housing Capital Receipts Pool 


974 








(974) 





















Transfer (to)/from earmarked reserves required by 
legislation 


3,468 




1 






(6,087) 




(2,618) 


2,618 











Net increase/(decrease) before transfers to earmarked 
reserves 


(3,528) 


2,425 


1,274 





18 





2,551 


2,740 


(152,465) 


(149,725) 


(15,717) 


(165,442) 


Transfer (to)/from earmarked reserves 


1,664 


(1,615) 


(749) 


700 






















Increase (decrease) in year 


(1,864) 


810 


525 


700 


18 





2,551 


2,740 


(152.465) 


(149.725) 


(15,717) 


(165,442) 


Balance at 31 March 2010 


12,840 


28,015 


9,223 


6,900 


237 





4,762 


61,977 


343.480 


405.457 


(18,697) 


386,760 
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E'000 


E'000 


E'000 


E'000 


E '000 


E '000 


E '000 


E '000 


E '000 


E '000 


E'000 


E'000 


Balance at 31 March 2010 


12,840 


28,015 


9,223 


6,900 


237 





4,762 


61,977 


343,480 


405,457 


(18,697) 


386,760 


Surplus/(deficit) on provision of services 


8,136 




(84,723) 










(76,587) 





(76,587) 


(1,010) 


(77,597) 


Surplus/(deficit) on revaluation of non-current assets 



















(3,529) 


(3,529) 





(3,529) 


Actuarial gains/{losses) on pension assets/liabilities 



















71.666 


71.666 


4,178 


75,844 


Contribution to unfunded pension benefits 
















o 


935 


935 


o 


935 


Other gains/(losses) 



















430 


430 


650 


1.080 


Total comprehensive income & expenditure 


8,136 





(84,723) 














(76,587) 


69,502 


(7,085) 


3,818 


(3,267) 


Adjustment between group accounts & authority accounts 


(9) 














(9) 





(9) 


9 





Net increase/(decrease) before transfers 


8,127 





(84,723) 














(76,596) 


69.502 


(7,094) 


3,827 


(3,267) 


Depreciation and impairment of non current assets 


37,109 




86,900 










124,009 


(124,009) 











Excess of depreciation charged to HRA over the Major 
Repairs Allowance element of housing subsidy 






1,109 






2,977 




4,086 


(4,086) 











Capital grants and contributions credited to the 
Comprehensive Income & Expenditure Account 


(23,564) 


(79) 










1,729 


(21,914) 


21.914 











Revenue expenditure funded from capital by statute 


5,116 














5,116 


(5.116) 











Net gain/(loss) on sale of non-current assets 


200 


(64) 


(114) 




330 






352 


(352) 











Amount by which finance costs calculated in accordance 
with the Code are different from the amount of finance costs 
calculated in accordance with statutory requirements 




(77) 












(77) 


77 











Amounts by which pension costs calculated in accordance 
with the Code are different from the contributions due under 
the pension scheme regulations 


(29,846) 


1,380 


(2,544) 










(31 ,010) 


31,010 











Amount by which council tax income included in the 
Comprehensive Income & Expenditure Account is different 
from the amount taken to the General Fund in accordance 
with regulation 


(645) 














(645) 


645 











Statutory provision for repayment of debt 


(7,288) 


51 


(384) 










(7,621) 


7,621 











Capital expenditure charged to the General Fund Balance 


(134) 














(134) 


134 











Transfer from Capital Receipts Reserve equal to the amount 
payable into the Housing Capital Receipts Pool 


453 








(453) 
















Transfer (to)/from earmarked reserves required by 
legislation 


23 




22 






(2,977) 




(2,932) 


2,932 











Adjustments between accounting basis and funding basis 
under regulations 


(18,576) 


1,211 


84,989 





(123) 





1,729 


69,230 


(69,230) 












Net increase/(decrease) before transfers to earmarked 
reserves 


(10,449) 


1,211 


266 





(123) 





1,729 


(7,366) 


272 


(7,094) 


3,827 


(3,267) 


Transfer (to (/from earmarked reserves 


9,805 


(12,680) 


(705) 


700 









(2,880) 


2,880 










Increase/fdecrease) in year 


(644) 


(11,469) 


(439) 


700 


(123) 





1,729 


(10,246) 


3,152 


(7,094) 


3,827 


(3,267) 


Balance at 31 March 2011 


12,196 


16,546 


8,784 


7,600 


114 





6.491 


51,731 


346.632 


398.363 


(14,870) 


383.493 
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Group Comprehensive Income and Expenditure Statement 



2009/10 




2010/11 


2010/11 


2010/11 


£000 




£000 


£ 000 


£ '000 


Net expenditure 




Expenditure 


Income 


Net expenditure 




Gross expenditure, gross income and net expenditure of continuing operations 






970 


Central Services to the public 


15,031 


(13,966) 


1,065 


32,463 


Cultural, environmental, regulatory and planning services 


68,259 


(36,839) 


31,420 


12,374 


Highways, Roads and Transport Services 


44,457 


(32,605) 


11,852 


31,510 


Education 


142,248 


(120,650) 


21,598 


17,941 


Children and Families Services 


22,363 


(3,386) 


18,977 


48,018 


Community Care 


69,742 


(18,527) 


51,215 


12,730 


Housing Services 


196,732 


(107,181) 


89,551 


12,514 


Other Services 


25,589 


(5,986) 


19,603 


720 


Corporate and Democratic Core 


729 


(64) 


665 


1,040 


Non-distributed Costs 


(46,069) 





(46,069) 


20,219 


Exceptional items 











190,499 


Cost of Services 


539,081 


(339,204) 


199,877 



Other Operating Expenditure 

105 Levies payable 105 

974 Payments to Housing capital receipts to Government Pool 453 

111 (Gain) or loss on disposal of non-current assets (108) 

Transfers to Academy schools 15,777 

1,190 16,227 

Financing and Investment Income and Expenditure 

11 35g Interest payable on debt, finance leases (lessee), and interest ^ 

element of PFI unitary charge 

763 Premium on early repayment of debt 11 

9,600 Pensions interest costs, net of expected return of scheme assets 10,376 

(2,597) Investment interest income (1,882) 

9,902 Changes in fair value of investment properties (1,191) 

(Gain) or loss on disposal of investment properties 21 

(1,445) Rentals received on investment properties (1,492) 

131 Expenses incurred on investment properties 136 

27,713 17,172 

Taxation and Non-specific Grant income 

(66,244) Council Tax (68,174) 

(44,338) NNDR (48,353) 

(10,234) RSG (7,021) 

(61,222) Non-service related capital grants and contributions (31,991) 

(182,038) (155,539) 

37,364 (Surplus) or deficit on provision of services 77,737 

(555) Tax expenses - Corporation tax payable (140) 

35,829 Group (Surplus) or deficit 77,597 



403 (Surplus) or deficit on revaluation of non current assets 3,529 

130,446 Actuarial gains/ losses on pension assets/ liabilities (75,844) 

(739) Contribution to unfunded pension benefits (935) 

429 Gains/ losses on Collection Fund (430) 

(926) Group adjustments (650) 



165,442 Total Comprehensive Income & Expenditure 3,267 



Reading Borough Council 



93 



Statement of Accounts 2010-11 



Group Accounts 



1 st April 2009 



Group Balance Sheet 

31 st March 
2010 



ncaia icu 


rXCSLCILCU 


f 'nnn 


f 'nnn 


423,884 


407,903 


245,667 


224,964 


26,286 


25,639 


134,144 


170,659 


8360 


9,150 


7,399 


5,763 


845,740 


844,078 


39,023 


29,149 


570 


669 


14,353 


12,375 


5,005 


5 


390 


305 


59,341 


42,503 


905,081 


886,581 


2,100 


45,061 


378 


388 


33,991 


31,017 


45,135 


13,920 


17,447 


870 


99,051 


91,256 


1,004,132 


977,837 


(3, 729) 


(3,815) 


(13,685) 


(23,685) 


(40,898) 


(39,592) 


(13, 146) 


(17,919) 


(125) 


(131) 


(71,583) 


(85,142) 




932,549 


892,695 


(483) 


(352) 


(33,878) 


(36,088) 


(7,039) 


(9,849) 


(210,485) 


(192,935) 


(128,462) 


(266,711) 


(380,347) 


(505,935) 


552,202 


386,760 


14,704 


12,840 


2,583 


678 


33,405 


34,915 


8,698 


9,223 


219 


237 


2,211 


4,762 


61,820 


62,655 


73,495 


68,491 


(128,462) 


(266,711) 


544,848 


526,678 


1,626 


1,386 


2,457 


1,324 


(860) 


(860) 





(3,000) 


(3,116) 


(3,585) 


394 


382 


490,382 


324,105 


552,202 


386,760 



Council dwellings 

Other land and buildings 

Vehicles, plant and equipment 

Infrastructure 

Community assets 

Assets under construction 



844,078 Property, plant and equipment 



Investment property 
Intangible assets 
Assets held for sale (>lyr) 
Long term investments 
Long term debtors 



Long term assets 

Short term investments 
Inventories 
Short term debtors 
Cash and cash equivalents 
Assets held for sale (<1 year) 
Current assets 



Bank Overdraft 
Short term borrowing 
Short term creditors 
Grant receipts in advance 
Short term finance lease liabilities 
Current liabilities 

Total assets less current liabilities 

Long term finance lease liabilities 
Long term PFI lease liabilities 
Provisions 

Long term borrowing 

Liability relating to defined pension benefit scheme 



Financed by: 
General reserves 

General fund 
Profit and Loss Account 
Earmarked reserves 
Housing revenue account 
Capital receipts reserve 
Capital grants unapplied 

Unusable reserves 

Revaluation reserve 

Pensions reserve 

Capital adjustment account 

Deferred capital receipts 

Financial instruments account 

Collection fund adjustment account 

Equal pay back pay account 

Short term accumulated compensated absences account 
Trust Funds 

Total reserves 



31 s1 March 
2011 

£ '000 

301,948 
221,625 
23,307 
180,478 
9,885 
6,179 



31,264 
636 

5 

217 



45,021 
459 
46,788 
16, 657 
14,442 



(4,496) 
(41,525) 
(50,958) 
(17,844) 
(138) 



(215) 
(35,457) 
(12,632) 
(192,575) 
(159,578) 



12,196 
952 
24,146 
8,784 
114 
6,491 



59,264 
(159, 578) 
431, 577 
1, 148 
1,401 
215 


(3,630) 
413 



31 s ' March 
2011 

£ '000 



743,422 



32,122 
775,544 



123,367 



898,911 



(114,961) 
783,950 



(400,457) 
383,493 



52,683 



330,810 
383,493 
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Group Cashflow Statement 

31 March 31 March 

2010 2011 

£000s £000s 

(35,046) Net (surplus) or deficit on the provision of services (76,323) 

176,459 Adjust net surplus or deficit on the provision of services for noncash movements 153,532 

(144,240) Adjust for items included in the net surplus or deficit on the provision of services that are investing (86,116) 
and financing activities 

(2,827) Net cash flows from Operating Activities (8,907) 

8,245 Investing Activities (5,277) 

(9,031) Financing Activities 16,240 

(37613)" Net increase or decrease in cash and cash equivalents 2,056 

13,718 Cash and cash equivalents at the beginning of the reporting period 10,105 

10,105 Cash and cash equivalents at the end of the reporting period 12,161 
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Notes to the Group Accounts 



1. Comprehensive Income and Expenditure Statement 

This statement shows the expenditure and income for the group, analysed by 
service and how it was financed. 

The notes to the group Comprehensive Income and Expenditure Statement have 
been reproduced only where there is a material difference from those in the 
Reading Borough Council's Comprehensive Income and Expenditure Statement. The 
main changes from the Council's Comprehensive Income and Expenditure 
Statement are: 

• Inclusion of RTL costs within Highways, Roads and Transportation 
Services (2010/ 11: £3.4m, 2009/10: £3. 6m) 

• Inclusion of REDCo within other services (2010/ 11: broke even, 2009/ 10: 
broke even) 

• Inclusion of pensions interest costs and return on assets for RTL 
(2010/ 11 net costs of f lm, 2009/ 10 net cost of £0. 6m) 

• Inclusion of trust funds managed by the Council, which are not included 
in the Council's account (net income transferred to reserve in 2010/ 11 
£30,754, net transfer from reserve in 2009/ 10 £11,635) 

The notes to the Comprehensive Income and Expenditure Statement are not 
materially altered by the inclusion of the subsidiaries in these accounts, therefore 
the notes provided on pages 32 to 77 still apply with the exception of note 24, page 
66. The information set out below supplements the information provided on these 
pages. 

2. Pension Costs 

RTL operates two defined benefit pension schemes for employees: 

• Employees at 20 th October 1986 have been deemed to be employees of 
RBC for pension purposes and are members of the Local Government 
superannuation scheme, to which the company contributes in 
accordance with the Local Government Superannuation regulations. 

• Employees who joined the company since 20 th October 1986, together 
with any employees who are eligible for the Local Government scheme 
who wish to leave that scheme, were eligible to join the Reading 
Transport Staff Retirement Scheme. This scheme is was closed to new 
members from April 2010. 

RTL also operates a defined contribution pension scheme for the benefit of 
employees. 

The funds are valued every three years by independent qualified actuaries, the 
rates of contribution payable being determined by the actuaries (the most recent 
valuation was at 31 st March 2010). Pension costs are accounted for on the basis of 
charging the expected cost of providing pensions over the year during which the 
company benefits from the employees' services. Variations in the pension cost are 
spread over the expected service lives on current employees. 
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No other retirement benefits are provided to RTL employees. 

Year ended Year ended 

3rd October 3rd October 

2009 2010 

£ '000 £ '000 

42,354 At beginning of financial year 60,640 

705 Current service costs 1,463 

2,937 Interest costs 3,077 

16,135 Actuarial losses (4,314) 

749 Contributions 443 

(2,210) Benefits paid (2,335) 

(30) Unfunded pension payments (31) 

60,640 Balance at end of financial year 58,943 



Reconciliation to balance sheet 

Year ended Year ended 

3rd October 3rd October 

2009 2010 
£ '000 £ '000 

60,183 Present value of funded obligations 58,514 

(35,631) Fair value of plan assets (38,650) 

24,552 19,864 

457 Present value of unfunded obligations 429 

25,009 Plan deficit 20,293 

(5,252) Related deferred tax asset (4,058) 

19,757 Net liability 16,235 



Analysis of net pension liability: 

7,280 Reading Transport staff retirement scheme 6,336 

12,477 Local Government superannuation fund 9,899 

19,757 16,235 
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Amounts recognised in the profit and loss account 



Year ended Year ended 

3rd October 3rd October 

2009 2010 

£ '000 £ '000 

Included under administrative expenses: 

705 Current service costs 1,463 

Included in other finance costs: 

2,937 Interest costs 3,077 

(2,323) Expected return on scheme assets (2,061) 

1,319 2,479 



Year ended Year ended 

3rd October 3rd October 

2009 2010 
£ '000 £ '000 

(17,511) Actuarial gains/ (losses) recognised in STRGL 5,512 

(24,139) Cumulative actuarial losses recognised in STRGL (18,627) 

Analysis of actuarial gains/ (losses) recognised in STRGL: 

(7,260) Reading Transport staff retirement scheme 1,285 

(10,251) Local Government superannuation fund 4,227 
(17,511) 5,512 



Major categories of plan assets as a percentage of total plan assets 



Year ended Year ended 

3rd October 3rd October 

2009 2010 

% % 

47.61 Equities 40.34 

1.48 Gilts 

42.21 Other bonds 37.87 

5.97 Property 8.43 

2.73 Cash 5.7 

Other 7.66 
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Principal actuarial assumptions 



Year ended Year ended 

3rd October 3rd October 

2009 2010 

% % 

5.1 Discount rates 5.0 

Expected return on plan assets: 

6.6 Equities 6.4 

4.1 Gilts 3.9 

5.5 Other bonds 5.0 
5.4 Property 5.0 

5.0 Cash 4.1 

4.1 Future salary increases 3.3 

3.6 RPI inflation increases 3.3 
CPI inflation increases 2.8 

3.0 Future pension increases (pre 1997) * 3.0 

3.4 Future pension increases (pre 1997 - 2006) * 3.3 

2.9 Future pension increases * 2.5 



* applicable to Reading Transport staff retirement scheme only 

Balance Sheet 

The notes to the group balance sheet are not materially changed by the inclusion 
of the subsidiaries in these accounts; therefore the notes provided on pages 32 to 
77 still apply, with the exception of the following notes: 

• Group Debtors (partially replaces note 23) 

The intra-group transactions have been removed from sundry debtors in both the 
subsidiary and council's results. There were no movements on other types of 
debtors. All of the debtors of the subsidiaries were classed as sundry debtors. The 
outstanding sundry debtors as at 31 st March for the group were: 



2008/2009 2009/2010 2010 - 2011 

Group Group RBC RTL REDCO Trusts Group 

£000 £000 £000 £000 £000 £000 £000 

33,991 31,017 Sundry Debtors 45,240 1,548 46,788 



33,991 31,017 45,240 1,548 46,788 



• Group Creditors (partially replaces note 25) 

The intra-group transactions have been removed from sundry creditors in both the 
subsidiaries and the council's results. The outstanding sundry creditors of the 
group as at 31 st March were as follows: 



2008/2009 2009/2010 
Group GROUP 
£000 £000 



2010 - 2011 
RBC RTL REDCO Trusts Group 
£000 £000 £000 £000 £000 



(40,333) 



(39,702) Sundry Creditors 



(46,479) (4,479) 



(50,958) 



(40,333) 



(39,702) 



(46,479) (4,479) 



(50,958) 
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3. Notes to the Cash Flow Statement 

- Note A 



2009/10 2010/11 
£ 000 £ 000 

(35,046) Net Surplus or (Deficit) on the Provision of Services (76,323) 



Adjust net surplus or deficit on the provision of services for non cash movements 

79,704 Depreciation 128,399 

126 Amortisation 91 

^ Adjustment for movements in fair value of investments classified as Fair Value through Profit & Loss ^ 
account 

(602) Increase/ Decrease in Interest Creditors (845) 

(6,428) Increase/ Decrease in Creditors 4,003 

1,434 Increase/ Decrease in Interest and Dividend Debtors 961 

5,952 Increase/ Decrease in Debtors (17,655) 

(10) Increase/ Decrease in Inventories (71) 

9,057 Pension Liability (33,370) 

2,341 Contributions to/ (from) Provisions 6,368 

1,687 Carrying amount of non-current assets sold (320) 

80,000 Carrying amount of short and long term investments sold 60,000 

Movement in Investment Property Values (2,717) 

2,404 Other non-cash movements 8,698 

175,735 153,582 

Adjust for items included in the net surplus or deficit on the provision of services that are investing or 
financing activities 

(59,383) Capital Grants credited to surplus or deficit on the provision of services (23,643) 

(80,000) Proceeds from the sale of short and long term investments (60,000) 

(4,133) proceeds from the sale of property plant and equipment, investment property and intangible assets (2,523) 

(143,516) (86,166) 



(2,827) Net Cash Flows from Operating Activities (8,907) 
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- Note B 

2009/10 2010/11 

£ 000 £ 000 
Operating activities within the cashflow statement include 
the following cash flows relating to interest 

4,329 Interest Received 3,002 

(12,027) Interest Paid (11,334) 

(7,698) (8,332) 



- Note C 

2009/10 2010/11 

£ '000 £ '000 

Purchase of Property, Plant and Equipment, investment property and ,_ . 

(ob,U92) (i4,yyU) 
intangible assets 

(74,996) Purchase of short and long term investments (60,000) 

Other payments for Investing Activities 

. nc . Proceeds from the sale of property plant and equipment, investment property 

4,761 ... 2,676 
and intangible assets 

80,000 Proceeds from short-term and long-term investments 60,000 

63,572 Other Receipts from Investing Activities 27,037 



8,245 Total Cash Flows from Investing Activities (5,277) 



- Note D 

2009/10 2010/11 

£ '000 £ '000 

104,745 Cash receipts of short and long term borrowing 70,230 

(2,065) Billing Authorities - Council Tax and NNDR adjustments (626) 
Precepting Authorities Only - Appropriation to/ from Collection Fund 
429 Adjustment Account 

(110,537) Repayment of Short-Term and Long-Term Borrowing (53,898) 

Other receipts from financing activities 3,426 
Cash payments for the reduction of the outstanding liabilities relating to 
(1,603) finance leases and on-balance sheet PFI contracts 



(645) 



(2,247) 



(9,031) Total Cash Flows from Financing Activities 16 240 
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- Note E 



As at 31st March As at 31st March 

2010 2,011 

£ 000 £ 000 

13,920 Cash and Bank Balances 16,657 

(3,815) Bank Overdraft (4,496) 

10,105 12,161 
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Glossary 

Accounts and Audit Regulations 2011 

The secondary legislative framework setting out the requirements for the Statement of 
Accounts, including the timetable and process for their approval. 

Accruals 

The basis of the Council's accounts - income and expenditure is accounted for in the 
financial period in which the goods or services are provided or received (as appropriate), 
rather than when they are physically paid for in cash. 

Acre Road Industrial Estate Limited (ARIEL) 

A subsidiary company owned by the Council which was formed to provide industrial starter 
units at Acre Road. 

Amortisation 

The reduction in the fair value of an intangible asset by writing down it's cost over a period 
of years. 

Assets held for sale 

Capital Assets within the Council's estate that it is actively looking looking to sell. 
Balance Sheet 

All of the assets, liabilities, balances and reserves of the Council at the end of the financial 
year. 

Best Value Accounting Code of Practice (BVACOP) 

The CIPFA code that provides guidance on how the Council's Services should report their 
accounts. From 2011/12 this has been replaced by the Service Accounting Code of Practice 
(SERCOP). 

Business Improvements District (BID) 

A levy raised within an area of the town paid for by an additional charge to town centre 
businesses in addition to their business rates liabilities, the levy income being managed by 
Reading UK CIC, as the BID promoter. 

Capital 

Items of expenditure that the Council expects to benefit from for more than one year, 
which adds to the value of an asset, or increases the life of that asset. 

Cash equivalents 

Cash equivalents are investments held by the Council, with a total investment term of three 
months or less, and that are readily convertible into a known amount of cash without 
penalty. 

Cashflow Statement 

A record of the cash inflows and outflows arising from transactions with third parties 
throughout the year. 

CIPFA 

The Chartered Institute of Public Finance and Accountancy. 
Collection Fund 

A separate account maintained to keep the transactions relating to the collection and 
distribution of NNDR and Council Tax separate to those of the Council's other activities. 
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Components 

Major, separately identifiable parts of a larger asset that either contribute a significant 
part of the overall value of the asset, or which have a significantly different useful 
economic life to the host asset. 

Comprehensive Income and Expenditure Statement 

An annual statement summarising all the Council's transactions over the course of a year. 
Contingent Assets 

Items that the Council believes it is due to benefit from in the future, but the timing and or 
amounts involved are uncertain. Disclosure is by way of a note to the accounts 

Contingent Liabilities 

Liabilities that the Council believes it may be liable for in the future, but the timing or 
amounts involved are uncertain. Disclosure is by way of a note to the accounts 

Corporate Management Team (CMT) 

The body of officers with overall responsibility for the day to day leadership, direction and 
management of the Council. 

Council Tax 

A form of local taxation, based on historic banded property values, which contributes to the 
total income of the Council. 

Debtor 

An individual or company who owed the Council money at the end of the financial year. 
Dedicated Schools Grant (DSG) 

A ring fenced grant from the Department for Education for the financing of the Schools' 
budget. 

Deferred Capital Receipts 

An account that holds the gains recognised on the disposal of fixed assets, for which cash 
settlement has not yet been received (for example old Council mortgages). 

Depreciation 

The reduction in the fair value of tangible asset by writing down its cost over a period of 
years. 

Dwelling Stock 

The housing estate owned by the Council in the Housing Revenue Account. 
Freehold 

An asset (usually land or buildings) that the Council owns, as opposed to leases. 
FRS 

Financial Reporting Standard, a UK Accounting Standard that the Council has followed in 
the preparation of the Accounts. 

General Fund 

All of the Council's accounts and activities, apart from the items of Housing covered by the 
HRA. These costs are met in part by the revenues raised through Council Tax. 

General Reserves 

Reserves held by the Council that can be used to finance capital or revenue activities. 
Group Accounts 

The accounts and financial position of the Council and all of its recognised subsidiaries, 
from which any transactions between members of the group have been removed. 



Reading Borough Council 



104 



Statement of Accounts 2010-11 



Index 



Housing Revenue Account 

The separate account relating to the Council's housing Stock, the costs of which are met in 
part from council tenant rents. 

IFRIC 

International Financial Reporting Interpretations Committee, an international Accounting 
Standard that the Council has followed in the preparation of the Accounts. 

Impairments 

A reduction in the value of an asset below the amount previously recognised on the balance 
sheet for it. 

Intangible assets 

A non-monetary asset which has no physical form, for example software licenses. 
International Financial Reporting Standards (IFRS) 

International Accounting Standards that the Council has followed in the preparation of the 
accounts. 

Inventories 

Formerly known as stock; goods the Council either trades in, or which form components of 
work the Council does to its property on a day to day basis 

Investment properties 

Properties that the Council owns for rental income or capital appreciation only; these 
assets provide no service benefits. 

Leases 

An agreement by which the Council uses assets owned by a third party (leased in) or the 
Council grants use of one of its assets to a third party. These can vary from short term 
agreements to terms in excess of one hundred years. All leases have been assessed to see 
if they should be treated as finance leases (capital) or operating leases (revenue). 

Local Government Pension Scheme 

The main occupational pension scheme for Local Government Employees; the Council's 
scheme is administered by the Royal Borough of Windsor and Maidenhead. 

Long term borrowing 

Borrowing with a maturity period at the year end date of more than 365 days. 
Major Repair Allowance (MRA) 

An allowance within the housing subsidy system intended to provide for the long term 
maintenance needs of the Council's (non PFI) housing stock 

Major Repairs Reserve (MRR) 

A reserve within the housing revenue account that receives the depreciation charges the 
Council makes on its housing stock which may be used for HRA capital expenditure or to 
repay HRA debt. 

Movement in Reserves Statement 

A financial statement within the annual accounts summarising all of the movements 
between the Council's reserves. 

National Non-Domestic Rates 

Also known as Business Rates - a businesses NNDR liability is calculated by multiplying the 
nationally determined multiplier rate by the business's rateable value (subject to various 
transitional and other reliefs). 
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Precepting bodies 

Bodies that can put in a demand against the Collection Fund. These bodies are: Reading 
Borough Council, The Royal Berkshire Fire and Rescue Service and Thames Valley Police 
Authority. 

Private Finance Initiative (PFI) 

A means of acquiring services and assets through the use of an external company to whom 
performance risk is transferred. Contract lengths are typically 20-40 years, and involve 
some capital investment in the early contract years with regular performance related 
payments to the company, that may be split between repayment of the principal sum 
relating to the lease of assets, an element for interest and a service or management 
charge. 

Property, plant and equipment 

The non-current assets (or fixed assets) held by the Council. 
Provisions 

Sums identified as being required to meet known future liabilities whose timing is 
uncertain. 

Queens Road Car park Limited (QRCL) 

A subsidiary company owned by the Council which was formed to build a multi-storey 
carpark on Queens Road. 

Reading Economic Development Company Limited (REDCo) 
The holding company for ARIEL and QRCP. 

Reading Transport Limited (RTL) 

A subsidiary company owned by the Council formed to meet the requirement of the 
Transport Act. It provides bus services in the greater Reading area. 

Reserves 

Balances recognized by the Council, and that back up the assets and liabilities in the 
balance sheet. These reserves are in turn split between general reserves and unusable 
reserves. 

Revaluation Gains 

An increase in the value of an asset upon revaluation, rather than upon disposal. For 
investment properties, these gains are recognised in the Comprehensive Income and 
Expenditure Statement as being a return on the investment. 

Revenue 

The day to day items of income and expenditure received and incurred by the Council. 
Revenue expenditure funded from capital under statute (REFCUS) 

Capital expenditure on assets not owned by the Council, for example making disabled 
access adaptations to a privately owned home. 

Social Housing Adjustment factor 

A multiplier applied to the value of the Council's dwelling stock to reflect that they are 
tenanted properties, rather than being available with vacant possession. 

SORP 

The Statement of Recommended Practice, superseded in 2010/11 by the Code of Practice 
on Local Authority Accounting. 

Statement of Accounting Policies 

The rules and practices adopted by the Council that determine how transactions and events 
are shown or costed. 
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Teacher Pension Scheme 

The main occupational pension scheme for Teachers. 

The Code of Practice on Local Authority Accounting in the United Kingdom 

Produced by CIPFA, this document specifies the principles and practices of accounting 

required to give a true and fair view of the financial position and transactions of the 

Council. 

UK GAAP (Generally Accepted Accounting Practice) 

The overall body of standards and regulations that prior to 2010/11 guided the 
determination of how the Council's accounts were prepared (largely superseded by the 
adoption of IFRS). 

Unusable Reserves 

Reserves held by the Council in regards to accounting treatments that the Council has had 
to follow as a result of the Code, and its predecessor document the SORP. 
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Accumulated Absences Account 57 
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